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INDEPENDENT AUDITOR’S REPORT

TO THE PARTICIPANTS "Commercial Indo Bank"” Limited Liability Company
OPINION

We have audited the accompanying annual accounting (financial) statements of “Commercial
Indo Bank” Limited Liability Company, (PSRN 1037711012998), hereinafier referred to as the Bank,
consisting of:

v' Balance sheet (published form) for 2021;

v" Staternent of Financial Results (published form) for 2021;

v Appendmes to the balance sheet and income staternent, consisting of:
Statement of capital adequacy to cover risks(published form) as of January 1, 2022
Statement of changes in the capital of a credit institution (published form) as of January 1,
2022
Information on mandatory ratios, financial leverage ratio and short-term liquidity ratio
{(published form) as of January 1, 2022
Cash flow statement (published form) as of January 1, 2022;
Explanatory information to the annual accounting (financial) staterments.

In our opinion, the accompanying anuual financial statements present fairly, in all material
respects, the financial position of the Bank as at December 31, 2021, its financial resulis and cash
flows for 2021 in accordance with the rules for preparing financial statements established in the
Russian Federation.

BASIS FOR EXPRESSING OPINION

We conducted our audit in accordance with International Standards on Awuditing (ISA).Our
responsibility in accordance with these standards is disclosed in the section "Auditor’s Responsibility
for the Audit of the Annual Financial Statements " our Report. We are independent of the Bank in
accordance with the Rules for Independence of Auditors and Auditing Organizations and the Code of
Professional Ethics for Auditors, complying with the International Code of Ethics for Professional
Accountants (including International Standards of Independence), developed by the Imternational
Ethics Standards Board for Professional Accountants, and we have performed other duties in
accordance with these requirements of professional ethics. We guess, that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matterq are those matters that, aocordin;, to our pmfessional judgment, were the most
cmmdercd in the context of our audli of the annual accounting (financlal) %tatements as a whole and
in forming our opinion on these statements, and we do not express a separate opinion on these
matters.
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Taking into account the specifics of the Bank's activities and the mandatory requirements of
banking legislation for the risk and capital management system, incloding the minimum amount of the
Bank's own funds (capital), the key audit matters were identified as follows:

- the correctness of the calculation of the Bank's own funds (capital). Our procedures included
detenmining the correctness of the application of the methodology for calculating the amount of
equity, testing (selectively) for the legitimacy of including elements of the calculation in capital,
testing for the completeness of the exclusion of certain indicators from the calculation of the equity
indicator (line 59 of section. | of the Statement on capital adequacy to cover risks (form 0409808));

- the corveciness of the calculation of the capital adequacy ratio, defined as the ratio of the
value of the basic capital, the value of the fixed capital and the valve of own funds to the amount of
credit risk for assets reflected in the balance sheet accounts. Our procedures inchuded testing controls
(selectively) when determining risks, testing the correctness of applying methods when determining
the breakdowns involved in the calculation of risk-weighted assets (line 7 of Section. 1 of the Data on
mandatory ratios, financial leverage ratio and short-term liquidity ratio (form 0409813 ));

- the correctness of determining the value of net loan debt, measured at amortized cost (line 5 of
the balance sheet (form 0409806)). We paid special attention to:

- allowances for expected credit losses on loans. We have paid special attention to the
issue of determining allowances for expected credit losses on loans, due to the
materiality of the carrying amount of the loan portfolio, as well as due to the inherent
uncertainty inherent in the process of determining allowances for expected credit losses
on loans, associated with the application of professional judgment and subjective
assumptions of the Bank's management, as well as the need for its analysis of various
factors that, individually and / or in the aggregate, can significantly affect the amount
of allowances for expected credit losses on loans to customers. In relation to this key
audit matter, we performed the following procedures:

-~ examined the Bank's internal documents that define the methodology for
assessing the impairment of loans issued to customers for their compliance
with the requirements of international financial reporting standards,

- tested controls over the process of building allowances for expected credit
losses on loans to customers;

- tested (on a sample basis) individually assessed loans to customers, for
which an allowance for expected credit losses on loans to customers was
calculated, for compliance with the requirements of the Bank's internal
documents;

- reviewed the calculation of future cash flows (on a sample basis) for
individually impaired loans to customers, including the reasonableness and
correctness of the assumptions used;

- reviewed the inputs, the assumptions used, and the calculations themselves
where impairment losses have been calculated collectively using mathematical
models;

- checked the completeness of data disclosure in the notes to the anmual
accounting (financial) statements.

- reserves for possible losses on loans, loan and equivalent debt (LLP). We have paid
special attention to this issue due to the significant impact of the LLP amount, both on
the value of mandatory economic ratios and on the financial performance of the Bank.
Tor loan and equivalent debts, LLP is determined by the Bank's managermsent on the
basis of professional judgments in accordance with the methods of the Bank of Russia.
Judgments on the level of credit risks are based on an integrated approach, including
the financial position of the borrower (debtor), the quality of debt servicing, the
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availability and quality of collateral, and other factors. In relation to this key audit
matter, we performed the following procedures:
- we analyzed internal methods for assessing credit risks and the procedure for
the formation of LLP for their compliance with the requirements of Bank of
Russia regulations; '
- we have tested (on a sample basis) the effectiveness of controls in relation to
the process of calculating the LLP and the data used, in order to determine
whether we can rely on such controls for audit purposes;
- we reviewed loan and equivalent debt (selectively) in order to form our own
judgments on the compliance of the management’s determination of credit
risks with the requirements of the Bank of Russia regulations and,
accordingly, the sufficiency of the formation of LLPs.

A material uncertainty relating to events or conditions that may cast significant doubt on the
Bank's ability to continue as a going concern, according to ISA 570, by its very nature, is a key audit
matter. Information about such events and conditions is given in the "Important Circumstances”
section of this Auditor's Report.

IMPORTANT CIRCUMSTANCES

We draw attention to the information disclosed by the Bank in section 5.1 “There 1s no
uncertainty regarding going concern” of the Explanatory information to the annual accounting
(financial) statements for 2021, that “at present, the international community is faced with an
aggravation of global world problems, in addition to the difficult the epidemiological situation that
has persisted in recent years, serious changes are likely in global markets due to geopolitical factors,
which resulted in sanctions against the Russian financial system.

The financial condition of credit institutions in the Russian Federation, their compliance with
regulatory requirements, and maintaining a sufficient level of liquidity will largely depend on the
firture macroeconomic situation, including the state of the stock markets, the business activity of
clients, and the solvency of debtors for all types of financial instruments. Management believes that
given the measures taken by the Bank of Russia to support the financial sector, the negative impact on
the Bank's financial stability will not be significant and will not result in any signs of reduced activity.
The conclusions of the Bank's management are based on the following:

Plans have been announced to increase cooperation between Russia and the Republic of India,
in this direction the Government of the Russian Federation and the Bank of Russia are taking
measurcs to switch to payments for goods and services supplied in the national currencies of Russia
and India. Given that our bank is the only Indian bank in Russia that specializes in servicing frade
between Russia and India, new prospects are opening up for us to increase our client base and, as a
result, increase liabilities and income, primarily for cash settlement and conversion services. It should
also be noted that the Bank uses the support measure determined by the Bank of Russia in Ordinance
No. 6074-U dated February 25, 2022 for accounting for a portfolio of securities purchased before
February 18, 2022 at a price as of February 18, 2022, This measure allowed the Bank not to reflect the
negative revaluation of securities during the period of financial market turbulence. At present, the
Bank's management sees no hegative trends in the Bank's activities.

Thus, as at the date of these financial statements, there are no doubts about the Bank's ability to
continue as a going concern for the foreseeable future. It is currently not possible to predict more
accurately the impact of the current geopolitical situation on the Bank's business processes.”

We would like to draw your attention to the information disclosed by the Bank in Section 3.2
“Hstimate Uncertainty” of the Explanatory Information to the Apnual Accounting (Financial)
Statements for 2021, that “Preparation of financial statements in accordance with the requirements of
banking legislation and Bank of Russia regulations requires management implementation of a process
for calculating estimated values, including an internal control system. :
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This is, first of all, the choice of an appropriate accounting policy, the definition of valuation
procedures, including models and methods of calculation and valuation. Approaches to the calculation
of accounting estimates are based on an understanding of the Bank's main activities, accumulated
practical experience and, as a rule, observable input data. Key assumptions are identified that may
significantly affect estimates due to the presence of uncertainties regarding future events, as well as
major other sources of uncertainty in estimates at the reporting date. This concerns, first of all, the
generally accepted methodology for calculating expected credit losses, which includes such
probabilistic predictive elements as: the probability of a counterparty default, the level of losses, and
the amount exposed to the risk of losses.

The main sources of uncertainty associated with estimates as of 01/01/2022 are: the emergence
of new information regarding the financial position of counterparties (borrowers, issuers, investors},
unknown at the reporting date, other unforeseen circumstances in the activities of counterparties,
caused, among other things, the consequences of a difficult geopolitical situation that affect future
cash flows that are involved in the calculation of estimated values, changes in the macroeconomic
conditions for doing business, leading to changes in the conditions for placing/atiracting financial
instruments.

As of the date of these accounting (financial) statements, the Bank's management does not see
any negative impact of geopolitical risks on the Bank's activities. It is not possible to predict more
accurately the impact of the likely implementation of uncertainty factors on the indicators of reportmg
items, including those characterizing the amount of own funds (capital) and financial results.”

We do not modify our opinion in relation to these matters.

REPORT ON THE RESULTS OF THE VERIFICATION ACCORDING TO THE
REQWRFMENTS OF THE FEDERAL LAW DATED DECEMBER 2, 1990 No.393-1"0ON
BANKS AND BANKING”

The Bank’s management is responsible for the Bank’s compliance with the mandatory ratios
established by the Bank of Russia, and also for the compliance of the internal control and organization
of the Bank’s risk management systems with the requirements set by the Bank if Russia for each
systems.

In accordance with Article 42 of the federal law of December 2, 1990 Ne 395-1 “On Banks and
Banking Activities ™ during the audit of the annual accounting (financial) statements of the Bank for
the year ended 31 December 2020, we conducted an audit :

compliance by the Bank as of January 1, 2021 with the mandatory ratios established by the
Bank of Russia;

compliance of internal control and organization of the Bank’s risk management systems with
the xequirements set by the Bank of Russia for such systems.

This review was limited to such procedures, selected on the basis of our judgment, as inquiries,
analysis, examination of documents, comparison of the requirements, procedures and methods
approved by the Bank with the requirements of the Bank of Russia, as well as recalculation and
comparison of numerical indicators and other information.

As a result of our verification, the following was established:

1) in terms of the Bank's compliance with the mandatory ratios established by the Bank of
Russia:
the values of the mandatory ratios set by the Bank of Russia as of January 1, 2022 were within the
limits set by the Bank of Russia.

We have not performed any procedures with respect to the accounting records of the Bank,
other than procedures that we have deemed necessary for the purpose of expressing an opinion that,
the annual accounting (financial) statements of the Bank faithfully reflects, in all material respects, its
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financial position as of January 1, 2022 , financial results of its activities and cash flows for 2021, in
accordance with international financial reporting standards;

2) in terms of compliance of the internal control and organization of the Bank's risk
management systems with the requirements set by the Bank of Russia for such systems:

a) in accordance with the requirements and recormumendations of the Bank of Russia, as of
December 31, 2021, the Bank's internal audit service is subordinate and accountable to the Bznk's
Board of Directors, the Bank's risk management divisions were not subordinate and were not
accountable to the divisions taking the relevant risks, the heads of the intemal andit service and the
Bank's risk management divisions comply with the qualification requirements set by the Bank of
Russia;

b} internal documents of the Bauk in force as of December 31, 2021, establishing methods for
identifying and managing credit, operational, market, interest rate, legal risks, risks of liquidity loss
and risks of loss of business reputation, which are significant for the Bank, and stress testing are
approved by the authorized management bodies The Bank in accordance with the requirements and
reconznendations of the Bank of Russia;

c) availability of a reporting system in the Bank as of December 31, 2021 on credit, operational,
market, interest rate, legal risks, risks of loss of liquidity and risks of loss of business reputation, as
well as the Bank’s own funds (capital);

d) the frequency and sequence of reports prepared by the Bank's risk management divisions and
the Bank's internal audit service during 2021 on the management of significant risks were consistent
with the Bank's internal documents; these reports included the results of observation by the Bank's
risk management divisions and the Bank's internal audit service in relation to assessing the
effectiveness of the Bank's relevant methods, as well as recommendations for their improvement;

¢) as of December 31, 2021, the powers of the Board of Directors of the Bank and its executive
management bodies include control over the Bank's compliance with the limit values of risks and the
adequacy of equity (capital) established by the Bank's internal documents. In order to monitor the
effectiveness of the risk management procedures applied in the Bank and the consistency of thejr
application during 2021, the Board of Directors of the Bank and its executive management bodies
periodically discussed reports prepared by the Bank's risk management divisions and the internal audit
service, and considered proposed measures to eliminate deficiencies.

~ The procedures in relation to the internal control and organization of the Bank's risk
management systems were carried out by us solely for the purpose of verifying the compliance of the
internal control and the organization of the Bank's risk management systems with the requirements set
by the Bank of Russia for such systems.

RESPONSIBILITY OF MANAGEMENT AND PERSONS RESPONSIBLE FOR
CORPORATE GOVERNANCE OF THE BANK FOR ANNUAL ACCOUNTING
(FINANCIAL) STATEMENTS

Management is responsible for the preparation and fair presentation of these annual accounting
{(financial) statements in accordance with International Financial Reporting Standards and for the
internal control that management considers necessary to prepare the annual accounting (financial)
statements that are free from material misstatement, whether due to frand or error.

In preparing the annual accounting (financial) statements, management is responsible for
assessing the Bank's ability to continue as a going concern, for disclosing information related to going
concern, as appropriate, and for reporting on a going concern basis, unless management intends to
liquidate the Bank, terminate its activity or when it has no other real alternative other than liquidation
or termination of activity.

Members of the Board of Directors are responsible for overseeing the preparation of the Bank's
annual accounting(financial ) statements.
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AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE ANNUAL ACCOUNTING(
FINANCIAL) STATEMENTS

Our objective is to obtain reasonable assurance that the annual accounting (financial )
statements are free of material musstatement due to fraud or error, and in drawing up an auditor's
report containing our opinion. Reasonable assurance is a high degree of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect material misstatements,
if there are any. Misstatements may result from fraud or error and are considered significant, if it can
be reasonably assumed that, individually orin the aggregate, they can influence the economic
decisions of users taken on the basis of these annual financial statements.

As part of an audit in accordance with ISAs, we apply professional judgment and maintain
professional skepticism thronghout the audit. Besides, we do the following:

a) 1dentify and assess the risks of material misstatement of the annual accounting (financial )
statements due to fraud or errors; develop and conduct audit procedures in response to these risks;
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion, The risk of
not detecting material misstaterent due to fraud is higher than the risk of not detecting material
misstatement due to error, as fraud may include collusion, forgery, deliberate omission,
misrepresentation of information or actions bypassing the internal control system,

b) obtzin an understanding of the internal control system relevant to the audit in order to
develop audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank’s internal control system;

¢) assess the appropriateness of the accounting policies used, the reasonableness of professional
estimates and related disclosures prepared by the Bank's management;

d) conclude on the legality of the Bank's management applying the going concern assumption,
and based on the audit evidence obtained, a conclusion about whether there is a material uncertainty
in connection with events or conditions, as a result of which there may be significant doubts about the
Bank's ability to continue as a going concern. If we conclude that a material uncertainty exists, we
should draw attention in our auditor's report to the corresponding disclosures in the annual accounting
(financial) statements or, if such disclosures are inappropriate, modify our opinion. Our conclusions
are based on audit evidence obtained prior to the date of our auditor's report. However, future events
or conditions may cause the Bank to no longer be able to continue as a going concem;

¢) assess the presentation of annual accounting (financial) statements as a whole, their structure
and content, meluding disclosure of information, and whether the anmual accounting (financial)
statements present the underlying transactions and events in a manner that ensures their fair
presentation.

We carry out informational interaction with members of the Board of Directors of the Bank,
bringing to their attention, besides, information on the planned scope and timing of the audit, as well
as on significant comments on the results of the audit, including on significant deficiencies in the
internal control systemn that we identify during the audit.

We also provide the Members of the Board of Directors of the Bank with a statement that we
have complied with all relevant ethical requirements with regard to independence and have informed
these persons of all relationships and other matters that can reasonably be considered to have an
impact on the independence of the auditor, and, if necessary, on the appropriate safeguards,

Of the matters that we brought to the attention of the members of the Board of Directors of the
Bank, we identifisd the matters that were most significant for the andit of the annual accounting
(financial) statements for the current period, and, therefore, are the key audit matters. We describe
these matters in our auditor's report, except when public disclosure of information about these matters
is prohibited by law or regulation, or when, in extremely rare cases, we conclude that information
about a matter should not be disclosed in our conclusion, since it can reasonably be assumed that the
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negative consequences of the communication of such information will exceed the socially sigmficant
benefits of its commumnication.

Person acting on behalf of Elkhimova Tatiana Viktorovna
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Auditing organization:

Limited liability company

"Collegium of Tax Consultanis”

PSRN 1025005242140

123007, Moscow, st, Polina Ogipenko, 18, bldg, 2, apt. 354

member of the Self-Regulatory Organization of Auditors Association "Sodruzhestvo"
Number in the register of auditors and audit organizations SRO 10206018011

March 29, 2022
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EXPLANATORY INFORMATION
TO ACCOUNTING (FINANCIAL) STATEMENTS
«COMMERCIAL INDO BANK»
LIMITED LYABILITY COMPANY
(*COMMERCIAL INDO BANK” LLC) FOR 2021

1.Introduction

Annual accounting (financial) statements (hereinafter referred to as — “annual statements”)
and explanatory mnformation to the annual statements (hereinafter referred to as — * explanatory
information” ) of “Commercial Indo Bank” Limited Liability Company (hereinafter referred to
as - “Commercial Indo Bank™ LLC or Bank) have been drawn up based on the rules for organiz-
ing and maintaining accounting records and drawing up accounting (financial) statements (here-
inafter referred to as —~ “RAS™) in force in the Russian Federation and in accordance with the re-
guirements of the following regulations of the Central Bank of the Russian Federation (hereinaf-
ter referred to as “Bank of Russia” man “Central Bank of the Russian Federation™):

e Bank of Russia Ordinance Ne 3054-U of September 4, 2013 “On the procedure for
preparing annual accounting (financial) statements™ (hereinafter referred to as “Ordi-
nance Ne 3054-U™);

e Bank of Russia Ordinance Ne 4927-U of October &, 2018 “On the list, forms and pro-
cedure for compiling and submitting reporting forms for credit institutions to the Cen-
tral Bank of the Russian Federation” (hereinafter referred to as “Ordinance Ne 4927-
UH);

@ Bank of Russia Ordinance Ne 4983-1) of November 27, 2018 , “On the forms, proce-
dure and timing of disclosure by credit institutions of information about their activities
(hereinalter referred to as “Ordinance No 4983-U™),

The annual reports have been drawn up taking into account the analysis of the Bank's ac-
tivities for 2020. Explanatory information is an integral part of the annual reporting. The notes
to the statements contain information on the main operations of the Bank, an assessment of their
tmpact on the obtained financial result, containg an overview of the areas of risk concentration,
the Bank's strategy, includes comparable indicators of the corrent and previous reporting periods.

The annual statements are prepared m the cuwrrency of the Russian Federation, in thou-
sands of Russian rubles, all assets and labilities in foreign currencies are reflected in rubles at
the official exchange rate of the corresponding foreign currency against the ruble established by
the Bank of Russia at the reporting date.

The annual reports will be posted on the Bank's official website www.ciblru in the "Fi-
nancial Staternents" section.

When generating explanatory information, the Bank was guided by Ordinance No. 4983-
U, as well as the requirements of IFRS and IFRS interpretations adopted by the [FRS Founda-
tion, enacted in the Russian Federation (hereinafter referred to as “IFRS™).

2. General information about the Bank

Full corporate name: " Corumercial Indo Bank" Limited Liability Company (hereinafter referred
to as the Bank).

Abbreviated: "Commercial Indo Bank" LLC.

The name of the Bank was changed on January 20, 2014, Former name is “Commercial Bank of
India”, LLC.

The legal address of the Bank: 109147, Moscow, Marksistskaya st., 16,
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-ontact phone: 8§ (495) 735-43-35.
Requisites:

ITN 7744003342

Checkpoint MI FTS of Russia

for the largest taxpayers Ne9 Moscow 997950001
Checkpoint of the Ingpectorate of the Federal

Tax Service of Russia No. 9 in Moscow 770901001
PSRN 1037711012998
BIC 044525500

correspondent account with the Main Department of the Bank of Russia
in the Central Federal District of Moscow 30101810400000000500

The bank was established in December 2003 as a joint venture between two commercial
banks of the Republic of India with state participation - the State Bank of India (60%) and Cana-
ra Bank (40%).

The Bank is part of the banking group of the State Bank of India, whose share in the au-
thorized capital of the Bank is 60%. ‘

The State Bank of India has an extensive network of branches and representative offices,
both in India and abroad.

“Commercial Indo Bank “LI.C has no beneficial owner - an individual who owns directly
or indirectly more than 25% of its capital, the ultimate controlling party of the Bank is the state

of the Republic of India.
‘ The Bank's activities are regulated by the Bank of Russia in accord.;mcse with the banking
license No. 3446 dated October 28, 2013,

The Bank is not a member of the compulsory deposit insurance system approved by Fed-
eral L.aw No. 177-FL dated December 23, 2003 “On Insurance of Individual Deposits in Banks
of the Russian Federation”.

Founders of the Bank

Share Change for
Nurmber - Ownership, % the reg ort-
n Shareholder . B
* As of ing ]aenod,
As 0f 01.01,2022 01.01.2021 %o
1 State Bank of India 60.0 60.0 0
2 Canara Bank 40.0 40.0 0
Total 100 100 ]

As of 01.01.2022 and as of 01.01.2021 there were no changes in the composition and
structure of the owners and beneficiaries of the Bank in 2021compared to the previous reporting
period.




2.1.Information about the President and the composition of the Executive Committee of the
Bank
Bank management as of 01.01.2022 is carried out by the sole executive body represented
by the President of the Bank Sakha Surik.
The President of the Bank does not own any shares in the Bank.
As 0f 01.01.2022 the collegial executive body (Executive Comupittee) of the Bank includes

the following persons:

1. Sakha Surik.
2. Silonov Andrey Nikolaevich..
3. Nikishina Anna Viadimirovna,

As of 01.01.2021 the collegial executive body (Executive Committee) of the Bank in-
cludes the following persons:

Pradeep.

Siwa Sangayah,

Silonov Andrey Nikolaevich,
Nikishina Anna Viadimirovna.

B b

2.2. Information about the Board of Directors of the Bank

As of the 01.01.2022 the Bank’s Board of Directors included the following persons:

1. Arora Rajiv (Chairman of the Board of Directors).

2. Sakha Surik (member of the Board of Directors).

3. Rath Biranchi Narayan (member of the Board of Directors).

4. Haranadh Patnaik Kuppili (member of the Board of Directors).
5. Goyal Salina (member of the Board of Directors).

As of the 01.01.2021 the Bank’s Board of Directors included the following persons:
1. Naik Sanjay Dattatraya (Chairman of the Board of Directors).
2. Rajapur Subbaramaya Ramesh (membet of the Board of Directors).
3. Pradeep (member of the Board of Directors).
4. Haranadh Patnaik Kuppili (member of the Board of Directors).
5. Viraswami Jayakumar (member of the Board of Directors).
6. Brahmandam Rama Sundara Satyanarayana (member of the Board of Directors).
7. Ratkh Biranchi Narayan (Member of the Board of Directors).

Members of the Board of Directors of the Bank and members of the Executive Body do
not own any share in the authorized capital of the Bank.
The bank does not have separate (including on the territory of a foreign state) subdivisions
as of 01.01.2022 and as of 01.01,2021.
Analytical Credit Rating Agency ACRA April 13, 2020 assigned the Bank an A (RU) credit rat-
ing with a “Stable™ outlook, 08 April 2021 affirmed the credit rating at A(RL)).
The bank is not a member of the compulsory deposit insurance system.

3. Brief description of the Banl’s activities
3.1. Nature of operations and main lines business



In accordance with the Federal Law "On Banks and Banking Activities", the Bank is grant-
ed the right to carry out banking operations with funds in rubles and foreign cwrency:
1. Attraction of funds of legal entities in deposits (on demand and for a certain period).
2. Placement of funds attracted in deposits(on demand and for a certain period) of legal en-
tities on their own behalf and at their own expense.
3. Opening and maintaining bank accounts of legal entities.
4. Implementation of money transfers on behalf of legal entities, including correspondent
banks, through their bank accounts.
5, Collection of cash, bills, payment and settlement documents and cash services for indi-
viduals and legal entities.
Purchase and sale of foreign currency in cash and non-cash forms.
Issuance of bank guarantecs.
Making money transfers without opening bank accounts, including electronic money
(excluding postal transfers).

2o

3.2. Key performance indicators and factors that influenced the financial results of the
Bank in the reporting period

The COVID-19 pandemic has had a huge impact on the economic environment.Moreover,
the pandemic had an extremely negative impact not only on the Russian economy, but also
served as a factor in a sharp deterioration in the global macroeconomie situation. The COVID-19
pandemic had a particularly strong negative impact on econotic activity in the first half (espe-
cially in the second quarter) of 2020.The quarantine and self-isolation regime has caused disrup-
tions to production and trade and distribution chains, full or partial suspension of activities in a
number of sectors of the economy, especially in the service sector and transport. The need for
social distancing has led to a deformation of the labor market, especially in the field of small and
medium-sized businesses. According to IMF estimates, as of early July 2020, global production
losses as a result of a pandemic shock could amount to over § 12 trillion in two years (2020-
2021). By the beginning of the third quarter of 2020, signs of a partial recovery in business activ-
ity after a deep recession appeared. , especially in April-May. It was during these months that
many countries used the most stringent measures for the voluntary and forced self-isolation of
¢citizens. The positive effect of social distancing measures and selective government support for
business and the population was manifested in late May - early June this year. Thus, thanks to
the sanitary and medical measures taken and large-scale government support, the global decline
in economie activity has slowed down, but only in some countrics there are already weak signg
of recovery growth. In July, following China, positive signs of improving business activity ap-
peared in the United States, the Eurozone countries, Russia and a number of other couniries,

But on the whole, the results of 2021 do not yet provide grounds for optimistic forecasts.
The process of normalizing economic life will, in all likelihood, be quite lengthy due to the ac-
tion of a number of factors, In particular, it will take some time to close the resuiting gaps in the
value chains. Along with this, geopolitical tensions, trade conflicts and the depressive state of
most sales markets will restrain the restoration of export potential. The factor of insufficient ef-
fective demand, especially on the part of the population, is algo essential, despite massive finan-
cial state support. This is evidenced by the current statistical data on the dynamics of the GDP of
various groups of counfries, including those that make a decisive contribution to the world econ-
omy. Already now, it can be said with a delivery degree of certainty that the failore of the Rus-
sian economy due to the virus and quarantine tiomed out to be less significant than in most de-
veloped and developing countries. However, the process of recovery of the Russian econonty

#0
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may turn out to be more difficult, given the situation with the dynamics of real incomes of the
population and the state of affairs in the energy market.

The depth of the recession was noticeably different by industry and sector of the BCONOMY.
The most affected activities related to mass customer service. This also applies to many types of
services, where individual entrepreneurs, small and medium-sized businesses are predominantly
employed. One of the main factors behind the recovery in economic activity in June was the con-
tinued Lifting of quarantine restrictions, which had the most positive impact on the indicators of
the consumer market. Along with this, budget measures to support households and businesses
had a positive impact on domestic demand in the second quarter of 2020. At the same time, it is
not only the coronavirus pandemic that is holding back the recovery processes in the Russian
economy. The instability of the sitwation in the global hydrocarbon market and restrictions on oil
production under the OPEC + agreement continue to cause a tangible blow to the mining indus-
try, as well as to the export potential and budget of the country. Tt is precisely the decline in the
production of crude oil and natural gas to a decisive extent-the depth of the decline in this indus-
try as a whole. According to Ro stat, the real disposable cash income of Russians (income minus
obligatory payments, adjusted for the consumer price index) decreased. Thus, {o date, business
activity is in the process of gradual recovery and adaptation to the conditions of the emergency.
The Government of the Russian Federation, the Bank of Russia and local authorities continue to
implement a large-scale set of measures to socially protect citizens, support industries and sec-
tors of the economy that find themselves in the most difficult situation. In the implementation of
these measures, an important role is played by the monetary and financial policy of the state. The
financial block of the Government and the Bank of Russia ensure, in conditions of Increased
risks, the maintenance of price stability, the fulfillment of budget obligations, the uninterrupted
fumetioning of the national payment system and customer service throughout the perimeter of
financial services. For 2021 the key rate was raised seven times - from 4.25 to 8.5%. When mak-
ing this decision, the Bank of Russia proceeded from the fact that disinflationary factors continue
to bave a significant impact on inflation, and also taking into account the fact that after the de-
cline in May-June, inflationary expectations of the population and businesses have generally sta-
bilized. The decrease in the key rate wndicates further easing of the monetary policy pursued by
the Bank of Russia in the interests of stimulating business and consumer activity. Favorable con-
ditions are emerging for a further reduction in interest rates in the interbank market, on loans to
the population and non-financial organizations, including individual entrepreneurs, small and
medium-sized businesses. First of all, this will affect the increase in the availability of mortgag-
es, both due to a general reduction in interest rates, and thanks to preferential lending programs,
The softeming of the interest rate pohcy will help to reduce the yield on the OFZ market, which
not only reduces the cost of servicing the government debt, but also creates conditions for a fur-
ther reduction in interest rates in other segments of the financial market.

The result of the Bank's work in 2021 was the receipt of net profit in the amount of 62,587
thousand rubles, which is 32% less than the value of the same indicator for 2020 (91,533 thou-
sand rubles). The work was provided with the main activities, such as lending to the real sector
of the economy, investing in securities of issuers with a high level of reliability and ratings from
leading international rating agencies, operational services for legal entities and individuals, in-
cluding using high-tech remote service systems.

As of 01/01/2022, the amount of funds raised from legal entities of the Bank amounted to
2,750,787 thousand rubles and as of 01/01/2021 amounted to 4,127,365 thousand rubles, a de-
crease occurred by 33%, due to the expiration of the terms for placing funds in deposits.

As 0f 01.01.2022, the value of the Bank’s assets, less provisions for impairment, amount-
ed to 5,370,443 thousand rubles and decreased by 34% compared to the value as of 01.01.2021
and amounted to §,194,293 thousand rubles in absolute terms.
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In the structure of the Bank's assets, the main share is occupied by net loan debt and de-
posits of the Bank of Russia.

As of January 1, 2022, the amount of net loan debt amounted to 3,155,614 thousand ru-
bles. Loan debt decreased by 30% compared to the value as of 01/01/2021 and in absolute terms
amounted to 4,498,322 thousand rubles. The main borrowers of the Bank are enterprises of the
real sector of the economy, as well as highly reliable credit institutions.

Funds placed with credit institutions account for 19%. The amount of investments in cred-
it institutions increased by 103,996 thousand rubles. and compared to 01.01.2021 and amounted
to 01.01.2022 1,013,383 thousand rubles. Mostly, these investments represent the placement of
funds on correspondent accounts. A significant share of the Bank's net assets of 15% is invested
in highly liquid securities with a low level of risk. As of January 1, 2022, the total value of the
securities portfolio amounted to RUB 807,771 thousand, which is 65% less than RUB 2,289,015
thousand as of January 1, 2021. ‘

Achieving and maintaining the level of sufficiency of the Bank's own funds necessary for
the implementation of the set strategic goals is one of the priority tasks for the further develop-
ment of the Bank as a universal financial and credit institution serving both small and medium-
sized businesses and individuals.

As 0f01.01.2022, the amount of the Bank's own funds amounted to 2,251,887 thousand
rubles. having decreased by 4% compared to the value as of January 1, 2021 (RUB 2,155,904
thousand), The Bank has a significant stock of highly liquid assets. The values of mandatory li-
quidity ratios are observed with a significant margin to the limit values established by the Bank
of Russia, which allows the Bank to fulfill all its obligations in a timely manner and in full.

For more than 18 years, the Bank has deservedly enjoyed the reputation of a reliable busi-
ness financial partner.

3.3.Decisions on the distribution of net profit made following the consideration of the an-
nual accounts,

In the period from 01/01/2021 and as of 01/01/2022, no decisions were made on the pay-
ment of dividends to the Banlk's shareholders.

4, A brief overview of the basics of preparing the annual accounting (financial) state-
ments and the main provisions of the Bank’s accounting policy.

The Bank's accounting policy for 2021, as well as the Tax accounting policy for 2021,
were formed on the basis and in accordance with the Federal Law of the Russian Federation dat-
ed 06.12,2011. Ne 402-FL "On accounting”, the Tax Code of the Russian Federation, the Regula-
tion of the Bank of Russia dated February 27, 2017. Ne 579-P "On the rules of accounting in
credit institutions located on the territory of the Russian Federation", Provisions of the Bank of
Russia dated December 22, 2014. Ne 446-P "On the procedure for determining income, expenses
and other aggregate income of credit institutions”, dated December 22, 2014. Ne 448-P "On the
procedure for accounting for fixed assets, intanpible assets, real estate, temporarity unused core
activities, long-term assets intended for sale, stocks, means of labor and items of labor received
under contracts of compensation, log, the purpose is not defined, in credit institutions " and from
15.04.2015. Ne 465-P "Industry standard of accounting for employee benefits in credit institu-
tions", Regulations on the procedure for reflecting operations to raise funds under bank deposit
(deposit) agreements, credit agreements, issuance and repayment (payment) operations on the
accounts of credit institutions bonds, bills, deposit and savings certificates dated 02.10.2017 N

6
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604-P, Regulations on the procedure for reflecting on accounting accounts by credit organiza-
tions of transactions for the placement of funds under credit agreements, transactions related to
the implementation of transactions for the acquisition of the right of claim from third partics to
fulfill obligations in cash, transactions on obligations under issued banking guarantees and the
provision of funds from 02.10.2017. Ne605-P, Regulations on the procedure for reflecting opera-
tions with securities on accounting accounts by credit institutions dated 02.10.2017. Ne 606-P
and other legislative acts.

The Bank's accounting policy is based on the following fundamental accounting princi-
ples:
— going concern, assuming that the Bank will continue its activity in the foreseeable future
and it has no intentions and the need to liquidate;

— sequence of application of accounting policy, providing that the selected accounting poli-
cy will be applied consistently, from one reporting year to another.

Changes in accounting policy are possible in the event of reorganization of the Bank,
changes in legislation or in the system of statutory regulation of accounting, in the event of a
significant change in the conditions of the Bank's activities.

In order to ensure the comparability of accounting data, changes in accounting policies are intro-
duced from the beginning of the financial year;

~ constancy of accounting rules;

~ reflection of income and expenses on an accrual basis. The financial results of operations
(income and expenses) are reflected in the accounting records upon their completion, and
not upon receipt or payment of cash (cash equivalents). Income and expenses are reflect-
ed in accounting in the period to which they relate;

~ values and docurnents reflected in the accounting for balance sheet accounts are not re-
flected in off-balance sheet accounts, except for cases stipulated by regulations of the
Bank of Russia.

In accordance with the Bank's accounting policy, income and expenses are recorded in ac-
counting on an acerual basgis. This principle means that the financial results of transactions {in-
come and expenses) are reflected in the accounting records upon their completion, and not upon
receipt or payment of cash (cash equivalents). Income and expenses are reflected in accounting
in the period to which they relate. The output of the results of activities (profit, loss) is carried
out anpually. Income and expenses are reflected on the balance sheet on an accrual basis during
the reporting vear. The financial result of the past reporting year is transferred to the accounts for
the accounting of profit and loss of previous years. Transactions in foreign currencies are record-
ed at the official exchange rate of the Bank of Russta in effect at the date of the transaction.
These principles have been applied consistently for all periods presented in the financial state-
ments (unless otherwise indicated). There were no significant changes affecting the comparabil-
ity of certain indicators of the Bapk's activities in the Accounting Policy for 2020, with the ex-
ception of the requirements of the Bank of Russia. The national currency of the Russian Federa-
tion is the Russian ruble. The Bank's assets and liabilities are denominated in Russian rubles.

Criteria used to write off provisions for possible losses
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Debt on loans is recogmized as hopeless if the Bank has taken the necessary and sufficient
legal and actual actions to collect it and to exercise the rights arising from the availability of col-
lateral for the loan, in the presence of documents and (or) acts of authorized state bodies neces-
sary and sufficient to make a decision to write off bad debts on a loan at the expense of a reserve
formed for it, ag well as when the Bank's estimated costs for carrving out further actions to col-
lect bad debts on a loan and (or) for exercising rights arising from the availability of collateral on
the loan will be higher than the result obtained.

The Bank writes off bad debts on loans at the expense of the formed reserve for the corre-
sponding loan. At the same time, the accrued interest related to bad loans is written off. Bad
debts and interest on loans are written off provided that the Bank has taken the necessary and
sufficient legal and actual actions to collect the said debt.

4.2 Information on changes in the Bank’s Accounting Policy for 2021

Amendments to Regulation Ne 579-P, as well as amendments to Regulation Ne 448-P in
accordance with Ordinance Ne 5147-U dated May 22, 2019, and the requirements of the new in-
dustry standard for accounting for lease agreements were taken into account (Bank of Russia
Regulation Ne 659-P “On the procedure for reflecting lease agreements by credit institutions in
the accounting accounts "(hereinafter referred to as™ Regulation Ne 659-P ™) in connection with
the transition of credit institutions to IFRS 16" Leases "(hereinafter referred to as" IFRS 16 ») In
accounting, in particular:

- the following accounting models have been established for the property received by the
Bank as a lessee under lease agreements in order to apply IFRS 16.
The cost criterion for classifying a low-value asset as a lease is set at RUB 330 thousand, exclud-
ing VAT, If the value of the underlying asset exceeds 350 thousand rubles , then this asset cannot
be classified as a low-value asset,

4.3. Information on the nature and magnitude of significant errors

It also established materiality criteria for comrecting identified errors in accounting. The
definition of the concept of error is given, the concept of essential or insignificant error is dis-
closed. The materiality criterion is set at 5% of the total amount of income for the reporting year.

4.4. Events after the reporting date (EARD)

In accordance with Ordinance Ne 3034-U, events after the reporting date are recognized as
the fact of the Bank's activities that occurs between the reporting date and the date of signing the
annual statements and which has or may have a significant impact on its financial position at the
reporting date and financial results of operations for the reporting year.

The Bank reflected only significant adjusting events after the reporting date related to the
receipt after the reporting date of primary documents confirming income and expenses from
transactions related to ensuring its activities, prior to the reporting date and (ot) determining
(clarifying) the cost of works, services, assets for such operations.
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The materiality criterion for reflecting corrective events after the reporting date in account-
ing is not more than 5 percent of the amount reflected in the corresponding symbol of the state-
ment of financial results for the reporting year, excluding events after the reporting date.

Adjusting events after the Bank's reporting date include:

- reflection of deferved taxes for 2021;

- transfer of balances from accounts for accounting for the financial result of the reporting
year to accounts for accounting for the financial result of the last vear;

- in the accounting records were reflected the SAT that arose in the calculation of income
tax based on the results for 2021

5.Description of non-adjusting events after the reporting date that significantly affect the
financial condition , the condition of the Bank’s assets and Jiabilities and its consequences
in monetary terms

There are no non-adjusting events after the reporting date for 2020 that have a material ef-
fect on the financial condition, the condition of the Bank's assets and liabilities, and on the as-
segsment of its consequences in monetary terms.

5.1.Ne going concern uncertainty

At present, the international community is faced with an aggravation of global global prob-
lems, in addition to the difficult epidemiological situation that has persisted in recent years, seri-
ous changes are likely in global markets due to geopolitical factors, which resulted in sanctions
against the Russian financial system,

The financial condition of credit institutions in the Russian Federation, their compliance
with regulatory requirements, maintaining a sufficient level of liquidity, will largely depend on
the further macroeconomic situation, including the state of the stock markets, the business activi-
ty of clients, and the solvency of debtors for all types of financial instraments, Management be-
lieves that, taking into account the measures taken by the Bank of Russia to support the financial
sector, the negative impact on the Bank's financial stability will not be mateual and will not re-
sult in any signs of reduced activity.

The conclusions of the Banl's management are based on the following:

Plans have been announced to increase cooperation between Russia and the Republic of In-
dia, in this direction the Government of the Russian Federation and the Bank of Russia are taking
measures to switch to payments for goods and services supplied in the national currencies of
Russia and India.

Given that our bank is the only Indian bank in Russia that specializes in servicing trade be-
tween Russia and India, new prospects are opening up for us to increase our client base and, as a
result, mncrease liabilitles and income, primarily for cash settlement and conversion services. It
should also be noted that the Bank uses the support measure determined by the Bank of Russia in
Ordinance No. 6074-U dated February 25, 2022 for accounting for a portfolio of securities pur-
chased before February 18, 2022 at a price as of February 18, 2022, This measure allowed the
Bank not to reflect the negative revaluation of securities during the period of financial market
turbulence, At present, the Bank's management sees no negative trends in the Bank's activities.

Thus, as at the date of these financial statements, there are no doubts about the Bank's ability
to continue as a going concern for the foreseeable future. It is currently not possible to predict
more accurately the impact of the current geopolitical situation on the Bank's business processes.



5.2.Uncertainty in estimates

Preparation of reports in accordance with the requirements of banking legislation and
regulations of the Bank of Russia requires management to implement a process for calculating
estimated vatues, including an internal control system.

This is, first of all, the choice of an appropriate accounting policy, the definition of valua-
tion procedures, including models and methods of caleulation and valuation. Approaches to ac-
counting estimates are based on an understanding of the Bank's main activities, accumulated
practical experience and, as a rule, observable input data. Key assumptions are identified that
may significantly affect estimates due to the presence of uncertainties regarding future events, as
well as major other sources of uncertainty In estimates at the reporting date. This concerns, first
of all, the generally accepted methodology for calculating expected credit losses, which includes
such probabilistic predictive elements as: the probability of a counterparty default, the level of
losses, and the amount exposed to the risk of losses.

The main sources of uncertainty associated with estimates as of 01/01/2022 are: 1,116 etmer-
gence of new information regarding the financial posttion of counterparties (borrowers, issuers,
ivestors), unknown at the reporting date, other unforeseen circumstances in the activities of
counterparties, caused, among other things, the consequences of a difficult geopolitical situation
that affect future cash flows that are involved in the caleulation of estimated values, changes in
the macroeconomic conditions for doing business, leading to changes in the conditions for plac-
ing/attracting financial instruments.

As of the date of these accounting (financial) statements, the Bank's management does not
see any negative impact of geopolitical risks on the Bank's activities. It 13 not possible to predict
more accurately the impact of the likely implementation of uncertainty factors on the indicators
of reporting items, including those characterizing the amount of eqmty (capital) and financial
results.

6.Accompanying information to the balance sheet, statement of financial results ,

statement of changes in equity, statement of cash {lows
&:1. Accompanying information to the balance sheet

6.1.1.Cash.
Indicator name 01.01.2022 Change 01.01.2021
Cash, including 14 453 2 038 12415
Russian ruble 5072 1547 3725
U8, dollar 9259 1222 8037
Euro _ 122 (531) 633

Information on cash in foreign currency is indicated in the ruble equivalent, calculated at
the official exchange rate of the Bank of Russia established as of the reporting date,

6.1.1.1. Funds of a credif institution with the Bank of Russia.

Ag of January 1, 2022, the amount of funds on the correspondent account opened with the
Bank of Russia amounted to 49,440 thousand rubles, and as of January 1, 2021, 31,636 thousand
rubles.

6.1.1.2, Mandatory reserves on an account with the Bank of Russia.
01.01.2022 Change 01.01.2021

Mandatory reserves on an account with .
. 181 762 278 092
the Bank of Russia 8170 (96 330) »
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The Bank has restrictions on the use of cash and cash equivalents in terms of required re-
serves deposited with the Central Bank of the Russian Federation, There are no other restrictions
on the use of cash and cash equivalents as of 01/01/2022 and 01/01/2021. In accordance with
regulatory requirements, the Bank deposits the required reserves with the Bank of Russia.
Interest is not charged on the amounts of required reserves.

6.1.1.3. Funds in credit institutions

This item takes into account the funds placed by the Bank on the NOSTRO accounts, as
well 45 other placed funds not related to the loan and equivalent debt, As of 01.01.2022, the
Bank reconciled the balances of funds placed on correspondent accounts, in a division of the
Bank of Russia, in credit institutions, resident banks and non-resident banks. No discrepancy
was found. Information on funds deposited with credit institutions is given in the table.

Indicator name 01.01.2022 Change 01.01.2021
glug]?ds placed on correspondent accounts, includ 1014 397 164 100 910 297
In resident banks 25 849 (12 117) 37 966
In non-resident banks 973 548 113229 860319
Other funds deposited with credit institutions 15000 2088 12002
Reserve (1014) {1 014) 0
Acgfumnent of the allowance to the amount of the 0 010 910)
estimated allowance for expected credit losses
Tatal 1013383 103 906 209 387

6.1.2. Financial assets at fair value measured through profit or loss.

Asof 01.01.2022 and (01.01.2021 there are no financial assets.

6.1.3. Net loans and borrowings measured at amortized cost.

As of 01.01.2022, the amount of outstanding loans, measured at amortized cost, amounted
to 4,498,322 thousand rubles. Net loans and advances are represented by amounts issued in Rus-

sian rubles and US dollars to Russian legal entities, individuals and interbank loans.

Loan and Equivalent Debt 01.01.2022 Change 01.01.2021
Deposits with the Bank of Russia 2514 526 (1 540 474) 4 G55 000
Interbank loans G 0 0
Loan portfolio, including: 702 199 106 144 206 055
- loans to individuals 47 904 21 866 26 038
- loans granted to legal entities 654 293 174 278 430 017
commissions on loan agreements (1 509) 4 830 (6 359)
Onher allocated funds 203 201 2
Total 3215419 (345 638) 4 561 057

1



Reserve (55 805) (4 993) (50 810)
Adiustment to estimated allowance for ¢xpected cred-

it losses (3 900) 13566 (5 456)
ligtt loans and borrowings measured at amortized 3155 614 (1 349 067) 4504 681

A

The table below contains information on the qualification results by quality categories of
loan and equivalent debt and overdue maturities as of 01.01.2021, as well as the estimated and

actually created reserves.

The The The The The
sum of | sum of | sumof | sum of | sum of
there- | there- | there- | there- | there- Over-
quire- | quire- | quire- | guire- | quire- | Over- | due
Total ment ment ment ment ment due | debt
credit for for for for for debt | from
re- quality | quality | quality | quality | quality | upto | 31 to
Assets com- | quire- | catego- | catego- | catego- | catego- | catego- 90
position ments v 1 Ty 2 vy 3 v 4 ry 5 days | days
Loan and
equated
debt of legal
entities 480 017 73 371 1 242 430 110 325 53 840 51 0 ]
Loan and
equated
debt of in-
dividuals 21344 | 6397| 79691 6978 0 0 1315 0
Adjustment
Quality | Quality | Quality | Quality | of the provi-
Egtimated Formed re- category | category | category | category | sion for pos-
TESETVE gerve, total 2 3 4 ) sible losses
64 232 47 018 83352 11158 27458 .31 1667
3 837 3 37 1 462 2375 | 0 0 46

The Bank is constantly working to collect overdue debt. As of 01.01.2021 the amount of

overdue Joan debt 15 1,315 thousand rubles. In the total volume of the loan portfolio, the share of
overdue debt amounted to 0.1%. Overdue assets are the entire volume of an asset under a credit

12
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agreement (credit line agreement) in case of failure to pay the principal and (or) interest on it
within the term set by the agresment.

The table below contains information on the qualification results by quality category of
loan and equivalent debt and overdue maturities as of 01.01.2022, as well as the estimated and
actually creaied reserves.

The The The
SLu, sum sum
The The ofthe | ofthe | of the
sumof | sumof | re- re- re-
there- | there- | quire | quire | quire Over-
quire- | quire- | ment | ment | ment | Over- | due | Over
ment ment for for for due debt | due
Re- for for quali- | quali- | quali- | debt | from | debt
Assets quire- | quality | quality |ty cat- | ty cat- | tycat- | upto | 31to | over
composi- | ment | catego- ! catego- | egory | €gory ; egory 30 00 180
tion amount | ry 1 ry 2 3 4 5 days | days | days
Loan and
equated
debt of
legal en-
tities 634 205 70425 | 530665 | 32249 ; 20941 13 0 0 0
Loan and
equated
debt of
individu-
als 47 904 3201 22933 820 | 20941 0 3332 0 0
Adjustment
of the pro-
Quality Quality Quality | Quality vigion for
Estimated | Formed re- category | category | category | category possible
reserve serve, tofal 2 reserve | 3 reserve | 4 reserve | S reserve losges
33451 43 816 24 677 3 444 10 680 135 2429
12 017 12017 1M6| 19 10 680 0 1 459

In 2021, one of the leading areas of activity is lending to enterprises operating in various
sectors of the economy.
Main borrowers:
- wholesale and retail trade;

13



- transactions with real estate, rent and provision of services;

- other activities.

S0

Indinator name 01.01.2022 01.61.2021
Loan debt Yo Loan debt %a

T.oans to legal e_ntities_ in total(includu:l'g.mdwxdua.l 654 705 101 480 017 100
entrepreneurs), including by type of activity:
Transport and communication 0 0 29 930 6

; e , 50 82
Wholegale and retail trade, repair of vehicles, motorey-
cles, household goods and personal items 325730 393 386
Real egtate transactions. rent and provision of services 17 886 3 32 885 11
Wholesale trade in pharmaceutical products 238 879 37 0 0
Body of state administration and Jocal self-zovernment 0 0 0
Other activities 71 800 11 3316
Of the total amount of loans provided to legal enti-
ties and individual entrepremeurs, loans to small 453 304 69 296 065 62
and mediun- sized businesses, of which:
To Individuals entrepreneurs 71 800 11 0 0

The main borrowers of the Bank are organizations whose main activity is wholesale and
retail trade. Thus, as of January 1, 2022, borrowers engaged in wholesale and retail trade account
for 82% of the total amount of loan debt provided to legal entity borrowers. The table below
provides information on the distribution of loan debt by type of activity of the Bank’s borrowers,

Information about the purpose of lending

01.01.2022 01.01.2021
Indicator name Share in the Share in the
Loan deht am?;;lt of Loan debt am?l:?llt of

foans,(in %) loans,(in %)
Loans to legal entities in total (including
individual entrepreneurs) 654 205 100 480 017 100
Including by types of loans provided:
To replenish working capital 543 669 83 427132 ' 89
For the purchase of fix assets 80 685 14 52 885 i1
Acquisition of claims on loans 20941 3 0 0
Including by categories of borrowers: 654 295 100 480 017 100
Corporate business 200 991 31 480 017 100
Srnall and medium businesses 453 304 69 0 0

From the above data, it can be seen that the majority of clients - legal entities use the re-
ceived loan funds to replenish working capital, the share of these loans is 89% as of 01/01/2021
and 83% as of 01/01/2022 to the total amount of loans issued to legal entities.

Clients - individuals use the received loan funds mainly for consumer purposes, the share
of these loans is 97% of the total amount of loans issued to individuals as of 01.01.2022 and

81%-as of 01.01.2020.
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In the reporting period, the Bank continued lending to individuals. Data on the distribu-
tion of outstanding loans by lending purposes are shown in the table:

01.01.2022 01.01.2021
. Share in the _ Share in the
indicator name Loan debt totat amount Loan debt total amount
(thousand of loans,(in (thousand of loans,{(in
rubles) o) rubles) o)
Loans to individuals , total,
. 47 904 100 21 344 100
Including by types:
consimer goals 46 546 97 17332 81
mortgage loans 1358 3 4012 19

The bulk of the loan debt of individual borrowers falls on the staff of the Embassy of the

Republic of India.

Information on the geographical origin of borrowers, the structure of overdue debt is pre-

sented in the following table:

01.01.2021

01.0%.2022
N Share in the Share in the
frdcator name Loamdebt | 'OIAMOULL |y opp gop | fotal amoun
Yo) o) .

By geographic affiliation 654 295 100 501 361 160
Moscow city 393 420 60 341725 68
Moscow region 98 636 15 39 582 18
Ulyanovsk region 20000 3 0 a
Republic of Salda (Yakutia), Yalutsk 142219 22 70 054 14

6.1.4, Net investment in financial assets measuved at fair value through other comprehensive

income
Indicator name 01.01.2022 Change 01.01.2021
Net investntent in financial assets measured

at fair value through other comprehensive 807 771 2289015

income {1481 244)
Jfederal loan bonds(FLEB) 807 771 (114 578) 922 449
Eurobonds of the Russian Federation ] (1 366 566) 1366 360
Reserve ] 0 ]
Ac,l/:u.srm.emf of the czflaquce to the amount of the 0 0

estimated allowance for expecied credit losses 0
Total 807 771 (1 481 244) 22894015

As of 01.01.2021, investments in financial assets measured at fair value through other

comprehensive income include:

- FLB 26223 coupon yield 6.5%, maturity date 02.28.2028, FLB 26226 coupon vield
7.95%, maturity date 07.10.2026 and FLB 26227 coupon yield 7.4%, maturity date 17.07.2024;

~ Russian Federation Burobonds RUS 26 coupon yield 4.75%, maturity date 27/05/2026,
RUS 27 coupon yield 4.25%, maturity date 23/06/2027, RUS 28 coupon yield 12,75%, maturity

date 24/06/2028.

13



=

5

As of 01.01.2022, investments in financial assets measured at fair value through other
comprehensive income included:

- FLB 26211 maturity date 25.01.2023 coupon vield 7% and FLB 26220 maturity date
07.12.2022 coupon yield 7.4%.
- there were no Furobonds of the Russian Federation.

Information on the types of economic activities of issuers

Tndicator name 01.01.2022 Change 01.01.2021
Pablic admimstration 807 771 (1 481 244) 2289013
Total ‘ N 807771 (1 48] 2443 2280015

6.1.5. Net investments in securities and other financial assets, measured at amortized cost (except
loan debis)
As 0l 01.01.2022 and 01.01.2021 there are no financial assets.

6.1.6. Investments in subsidiaries and dependent organizations

As0f 01.01.2022 and 01.01.2021 there are no financial assets,

6.1.7 Information on the methods of valuation of assets and liahilities,
Methods for assessing the Bank’s liabilities.

After initial recognition, the Bank records financial liabilities at amortized cost, which 1s
determined in accordance with Appendix A of ITFRS 9, except as provided in paragraph 4.2.1 of
IFRS 9,

During 2021, the Bank reflected all liahilities at amortized cost,

Assets valuation methods.

Methods for evaluating purchased securities.

After initial recognition, the acquired securities are accounted for by the Bank at amortized
cost, at failr value through other comprehensive income or at fair value through profit or loss in
accordance with IFRS 9, except as otherwise provided m paragraph 4.1.5 IFRS 9 based on the
business model used by the Bank for the management of securities and characteristics of the ac-
quired securities related to the stipulated cash flows of the securities issue.

The Bank measures securities at amortized cost if both of the following conditions are
met:

- the management of securities is carried out on the basis of a business model, the purpose of
which is to receive cash flows provided for by the terms of the issue of securities;

- the terms of the issue of securities provide for the receipt on the indicated dateg of cash
flows, which are solely payments on account of the principal amount of the debt and inter-
est on the outstanding part of the principal amount of the debt.

The Bank measures securities at fair value through other comprehensive income if both
of the following conditions are met:

- the management of securitias is carried out on the basis of a business model, the purpose of
which is both to receive the cash flows provided for by the terms of the issue of securities
and to self the securities;
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- the terms of the issue of securities provide for the receipt on the indicated dates of cash
flows, which are solely payments on account of the principal amount of the debt and interest
on the outstanding part of the principal amount of the debt.

Securities that have not been classified by the Bank into the category of securities meas-
ured at amortized cost or the category of securities measured at fair value through other compre-
hensive income are measured at fair value through profit or loss.

Tn the cases established by the Bank of Russia Regulation, Bank of Russia Regulation Ne
611-P dated Qctober 23, 2017 "On the Procedure for Forming Potential Loss Reserves by Credit
Ingtitutions", the Bank creates reserves for potential losses for investrnents in securities.

The choice of the business model for the management of securities is carried out by the
financial committee of the Bank.

Using the business model at fair value through other comprehensive ncome or fair value
through profit or loss, the Bank determines the fair value of securities in accordance with Inter-
national Financial Reporting Standard (JIFRS) 13 Fair Value Measurement.

Fair value of a financial instrument is the price that would be received to sell an asset or
paid to transfer a lability in an orderly tranmsaction between market participants at the measure-
ment date. At the same time, such 2 transaction 1s made between independent parties in transac-
tions carried out in the ordinary course of business withowt signs of a forced transaction.

The valuation techniques used by the Bank to measure fair value include maximizing the
use of relevant observable inputs and minimizing the use of unobservable inputs.

Inputs are the assumptions that market participants would use when pricing a particular
asset or lability, including assumptions about risks, such as the following:

- the risk inherent in a particular valuation technigue (for example, a pricing model) used to
measure fair value; and

- the risk inherent in the inputs to a given valuation technique. Baseline data can be observable
or unobgervable. ‘

Observable inputs are inputs that are derived from market information, such as publicly
available information about actual events or transactions, and reflect the assumptions that market
participants would use when pricing the related asset or liability,

In accordance with TFRS 13, in order to achieve the greatest consigtency and comparabil-
itv of fair value measurements and the information disclosed in relation to them, the Bank uses a
fair value hierarchy, which provides for grouping the inputs included in the valuation techniques
used to measure fair value into three levels. .

I level of fair value measurement. The most reliable evidence of the fair value of an asset is
quoted prices in an active market. These are data for financial instraments traded in an active
market, the fair value of which can be determined based on cwrrent unadjusted market data,

Within Level 1, the emphasis is on defining the following:
o a primary market for the asset or liability or, in the absence of a primary market, the most
advantageous market for that asset or lability;
e whether the entity can enter into a transaction for the asset or liability at the market price
at the measurement date,
The initial data of Level 1 includes:
+ quoted prices in major markets for this Financial Instrament
» data disclosed by other organizers of trades or information systems, the operators of
which are professional participants in the securities markel, carrying out activities to or-
ganize trading in the securities market.
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II level of fair value measurement. Io the absence of quoted prices for an asset in an active
market, the following can be used:

- quoted prices for similar agsets, as well as:
- other observable inputs (for example, yield curves, volatility and credit spreads for the
asset).
The main qualification prerequisite for this Level 2 is that inputs that materially affect
fair value are observable directly or indirectly in the open market (paragraph 81 of Appendix B
to IFRS 13}, excluding quoted prices classified as Level 1,
The initial data of Level 2 includes:
. quoted prices or yields for similar(not identical) financial instruments in ac-
tive markets;
. quoted prices for identical or quoted securities in markets that are not ac-
tive;
. other data observable for a financial instrument and confirmed by the mar-
leet. :
The initial data of Level 2 includes:

. use of prices from recent cormmercial transactions;
use of the current fair value of similar instruments.

The sources of this data are external to the Bank.

III level of fair value measurement. In the absence of observable inputs for an asset, unob-
servable inputs may be used to measure the asset at fair value, assuming that there is risk inher-
ent in the method used to measure the asset at fair value.

Level 3 includes historical data on assets similar to the one being assessed.

A valuation of an asset based on unobservable inputs that does not take into account the
risk inherent in the inputs to the valuation technique is not a reliable estimate of fair value,

Sources of information for estimating fair value include:

+ data of exchange trading systems;
data from over-the-counter trading systems;
data from regulators of the securities market (Central Bank of the Russian Federation
sregulators of other jurisdictions);
data of the RF Ministry of Finance;

»  data from independent organizations and associations (including estimates;

+ data from associations of professional participants in the securities market and self-
regulatory organizations and others);

+ data of rating agencies;

« data from international organizations: '
information from the Federal Property Management Agency on the sale of shares owned
by the Russian Federation:

+  information and analytical systems(Bloomberg, Thomson Reuters , Ru Data Inter-fax);

+ information received at the request of the Bank from a third party(proposals for the con-
clusion of transactions). The Bank mainly uses data from official sources.
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For Eurobonds, the priority is given to information from the foreign market.

For securities traded on the organized Russian securities market and denominated in the
currency of the Russian Federation, the Bank uses data from PISC Moscow Exchange. The bank
uses price quotes in order of priority and availability:

- weighted average price;
- closing price.

For non-resident securities, residents traded on the unorganized securities market, includ-
ing Eurobonds of the Russian Federation, the reliably determined fair value is the closing price
of the trading day (BGN price, and in its absence, the TRPS price {Thomson Reuters Pricing
Service - TRPS Score) provided by the news agency Thomson Reuters. The TRPS level is a
coefficient that takes values from 1 to 10 points, which aggregates an array of data (for exam-
ple, data regularity, volume of transactions, number of market makers, analytical and (inancial
data on the issuing company, ete.) for the corresponding financial instrument and allows you to
draw conclusions about the quality of the market and the information available about the finan-
cial instrument.

All securities purchased in 2021 were accounted for by the Bank at fair value through
other comprehensive income.

The Bank did not perform REPO(repurchase agreement) transactions in 2021.
Methods for evaluating financial assets other than securities,

After initial recognition, financial assets are carried at amortized cost, which Is deter-
mined in accordance with Appendix A of I[FRS 9, at fair value through other comprehensive
income or at fair value through profit or loss, which is determined in accordance with IFRS 9,
except as set out in paragraph 4.1.5 of IFRS 9, based on:

o the business model used by the Bank to manage financial assets;
» the characteristics of the financial asset related to the contractual cash flows.
Financial assets are measured by the Bank at amortized cost if both of the following con-
ditions are met:

- the management of financial assets is carried out in the basis of a business model, the pur-
pose of which is to obtain cash flows stipulated by the terms of the financial asset,
- the contractual terms of the financial asset give rise to cash flows on those dates that are
solely payments of principal and interest on the prinecipal outstanding.
Financial assets are measured by the Bank at fair value through other comprehensive in-
come if both of the following conditions are met:

- the management of financial assets is carried out on the basis of a business model, the pur-
pose of which is both to obtain the cash flows stipulated by the terms of the financial asset and to
sell the financial asset,

- the contractual terms of the financial asset give rise to cagsh flows on those dates that are
solely payments of principal and interest on the principal outstanding.
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Financial assets are measured by the Bank at (air value through profit or loss, unless they
are measured at amortized cost or fair value through other comprehensive income.,
Post-initial recognition bank guarantee and cash flow liabilities are classified for account-

ing purposes in accordance with paragraph 4.2.1 of IFRS 9.

The Bank used the amortized cost method for accounting for outstanding 10c1m

6.1.8. Fixed assets, intangible assets and inventories

Information about the book value and amount of accumulated depreciation

Indicator name Fixed assets
Residual value as of 41.01.2021 1932
Book value as of 01012021 9854
Acquisition of fixed assets for 2021 5030
Disposals of property, plant and equipment for 2021 1605
Book value as of 01.03.2022 13279
Depreciation as of 01.01,2021 7922
Depreciation charges for 2021 1009
Disposal 1605
Depreciation as of 01.01,2022 7326
Residual value as of 01.01.2022 5953

6.1.8.1. Fixed assets

Fixed asgets are accepted for accounting at their initial cost.

The historical cost of fixed assets acquired for a fee is the amount of the Bank's actual
costs for the construction (construction), creation (manufacture) and acquisition of an item of
fixed assets, excluding recoverable value added tax and other recoverable taxes,

The specific composition of the actual costs of construction (construction), creation (man-
ufacture) and acquisition of fized assets, ag well as costs of delivery and bringing the facilities to
a state of readiness for use, is determined by the Bank in accordance with the legislation of the
Russian Federation.

The initial cost of fixed assets includes the contractual future costs of dismantling the fixed
asset, liquidating the object and restoring the environment in the area occupied by it at a dis-
counted cost,

Depreciation on fixed assets is accrued on a straight-line basis.

Depreciation on fixed assets is accrued on a straight-line basis.

For the subsequent assessment of fixed assets, the Bank selects the following accounting
model in relation to a group of similar fixed assets:

- at historical cost less accumulated depreciation and accumulated impairment losses- for all

groups,

The established accounting model for each group of homogeneous fixed assets is applied
to all fixed assets included in this group.

Revaluation of fixed assets is not performed.
The costs of major repairs and technical inspections are recognized as a part (component) of the
fixed asset only in relation to regular significant costs (more than 10% of the total cost of the ob-
ject, and (or) if the costs increase the service life of the fixed asset) arising at certain intervals
time over the useful life of an item of property, plant and equipment.
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The Bank estimates the future costs of fulfilling obligations for dismaniling, liquidation
of the facility and restoration of the environment in the area it occupies, provided {or by the rele-
vant agreement, and are included in the initial cost of fixed assets in order to reimburse them
during the period of use of this facility. The future costs of meeting the obligations to dismantle,
abandon the facility and restore the environment in the area occupied by it are to be recognized
as a non-credit provision with a provision for a non-credit provision. Obligations to dismantle,
abandon the facility and restore the environment on the site occupied by it are carried at dis-
counted value using a pre-tax discount rate that takes into account the existing conditions in the
financial market and specific risks for such obligations, which are not taken into account when
calculating future costs of meeting them. At the end of cach reporting year, the obligations to
digmantle, liquidate the facility and restore the environment in the area occupied by it are subject
to verification by the Bank to identify events that affect their assessment. In 2020, the Bank did
not have fixed assets for which, in accordance with contractual obligations, the Bank had an ob-
ligation to dismantle, liquidate the facility and restore the environment in the area it occupied.

The estimated residual value for items of property, plant and equipment is revised at the
end of each reporting year.

Annually, as of the end of the last calendar day of the reporting year, as well as in the
event of events that materially affect the valuation of fixed assets, the Bank checks these objects
for impairment. If there is any indication of possible impairment, the Bank shall determine the
recoverable amount of each item of property, plant and equipment.

Annually, as of the end of the last calendar day of the reporting vear, the Bank revises the
method of calculating depreciation and useful lives for items of fixed assets. The depreciation
method used should reflect the expected pattern of consumption by the Bank of the future eco-
nomic benefits from the asset. The method of calculating depreciation chosen by the Bank is ap-
proved in the Accounting Policy.

Class name of fixed assets Minimum CFI, Maximum CFI,
months months
Road transport ' 37 37
Computer Engineering 25 37
Furniture 37 61
Offies equipment 23 61
Other fived assets 37 61
Strongboxes 241 241
Special banking equipment i 37 85

Information about the revaluation of fixed assets.
As 0f 01.01.2022 and 01.01.2021, the revaluation of fixed assets was not carried out.
Information about the value of fixed assets pledged as security for obligations.
Items of fixed assets as of 01.01.2022 and 01.01.2021were not pledged as collateral.

Information on the existence of restrictions on ownership of fixed assets, including real
estate.

Az 0f01.01.2022 and 01.01.2021there is no real estate owned by the Bank.

Information on the amount of contractual obligations for the purchase of fixed assets.
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As of 01.01.2022 and 01.01.2021, the Bank has not concluded contracts for the purchase of
fixed assets.

Non-current assets held for sale.
As 0f01.01.2022 and 01.01.2021, the Bank has no long-term assets held for sale.
6.1.8.2, Intangible assets

Intangible assets are accepted for accounting at their initial cost, The historical cost of an
intangible asset is recognized as an amount calculated in monetary terms, equal to the amount of
pavment in cash or other form or the amount of accounts pavable paid or accrued upon acquisi-
tion, creation of an intangible asset and provision of conditions for the use of an intangible asset
in accordance with the intentions of the Bank's management.

The specific composition of expenses for the acquisition and creation of an intangible as-
get, as well as expenses not to be included in such expenses, is determined in accordance with the
legislation of the Russian Federation and regulations of the Bank of Russia.

Revaluation of intangible assets is not performed.

For the subsequent measurement of all groups of intangible assets, the accounting model
is used at cost less accumulated depreciation and accumulated impairment losses. This aceount-
ing model applies to all intangible assets in each group.

Depreciation is charged on a straight-line basis.

Intangible assets with indefinite lives and intangible assets that have not been brought to
suitability for their intended purposes are not amortized, but are mandatorily tested annually for
impairment (regardless of whether there is any indication of possible impairment).

Annually, as of the end of the last calendar day of the reporting vear, as well ag in the
event of events that materially affect the valuation of intangible assets, the Bank checks these
objects for impalrment. If there is any indication of possible impairment, the Bank is required to
determine the recoverable amount of each item of intangible assets.

Annually, as of the end of the last calendar day of the reporting vear, the Baok reviges
the method of calculating depreciation and useful lives for intangible assets. The depreciation
method used should reflect the expected pattern of consumption by the Bank of the future eco-
nomic benefits from the asset. The method of calculating depreciation chiosen by the Bank is ap-
proved in the Accounting Poliey.

Carrying amount, accumulating depreciation and impairment losses in the current and pre-

vious reporting dates
Name of a group of intangible aysets Book value ag of Accumulated de- Amount of im-
01.01,2022 preciation pairment loss
Non-exchusive software rights(licenses) 0 O 0
Investments in the creation atd acquisition of
intangible asgets 24757 3342 0
Total 24 757 3342 0
Name of a group of intangible assety Baok value as of Accumulated de- | Amount of im-
01.031.2021 preciation pairment logs
Software{exclusive rights) 0 0 0
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Non-exclusive software rights(licenses)

16 609

1974

Total

16 609

1974

Classification of intangible assets by uscful lives.

Name of & group of intangible assets Minimum 5F1, Maximum S¥1, Indefinite term
months months

MNon-exclusive software rights(Heenses), in- 64 300 0

cluding

« noneexelusive software rights(licenses) 0 0 0

6.1.9. Information regarding real estate temporarily not used in the main activity.

Real estate temporarily unused in the main activity is property (part of property) (land plot
or building, or part of a building, or both), held (held) by the owner or lessee as an asset in the
form of a right of use and intended (intended) to receive lease payments (except for payments
under financial lease (leasing) agreements, income from the increase in the value of this proper-
ty, or both, but not for use as a means of labor in the provision of services, for administrative
purposes, in order to ensure safety, environmental protection, as well as in cases stipulated by
sanitary and hygienic, technical and operational and other special technical standards and re-
quirements, the sale of which during The Bank is not planning 12 months from the date of classi-
fication as property temporarily wnused in its core business.

The types of real estate that are temporarily unused in the main activity are determined in
accordance with paragraph 8 of the International Financial Reporting Standard (IAS) 40 "In-
vestment Property™.

This accounting model will be applied consistently to all real estate temporarily unused in
the main activity objects.

For a property that is temporarily not used in its main activities, carried at historical cost
less accumulated depreciation and accumulated impairment losses, the Bank estimates the future
costs of meeting obligations to dismantle, liquidate the property and restore the environment on
the site it occupies and includes them in its initial cost so that the Bank could reimburse them
during the period of use of this object, even if such costs will be incurred only after the end of its
use.

The value of properties temporarily unused in the main activity, carried at cost less accu-
mulated depreciation and accumulated impairment losses, is repaid through depreciation.

The depreciable amount is defined as the initial cost of real estate, temporarily unused in
the main activity, minus the estimated residual value.

The estimated residual value of a property that is temporarily unused in its core business
is the amount that the Bank would have received at the current moment from the disposal of the
property after deducting the estimated disposal costs when the property reaches the end of its
useful life.

If the estimated liquidation value of a property that is temporarily unused in its core busi-
ness is insignificant based on the materiality criteria approved in the accounting policy, the Bank
does not take it into account when calculating the depreciable amount of the property.

The useful life of real estate items temporarily unused in the main activity is determined
by the Bank upon their recognition.

Depreciation on a property that is tempeorarily not used in the main activity starts from
the date of recognition of the object as property that 1s temporarily unused in the main activity.

No depreciation is charged on land plots.
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Temporarily unused property carried at historical cost less accumulated depreciation and
accumulated impairment losses is subject to an impairment test at the end of each reporting year,

During 2021, the Bank had no balances and no transactions with real estate that was
temporarily unused in its core business.

6.1.10. Information on lease operations.

Leases are accounted for by the Bank in accordance with the International Financial Re-
porting Standard (IFRS) 16 "Leases", as well as in accordance with the Regulation of the Bank
of Russia dated 12.11.2018 Na 659-P "On the procedure for reflecting lease agreements on the
accounts by credit institutions" ...

A contract as a whole or its individual components is a lease if the contract transfers the
right to control the use of an identified asset for a specified period in exchange for consideration.
At the moment of entering into the agreement, the Bank assesses whether the agreement as a
whole or its separate components is a lease agreement.

The Bank defines the lease term as a non-terminating lease period together with:

(a) the periods for which the right to renew the lease is provided, if it is reasonably certain that
the Bank will exercise this right; and

(b) periods for which the right to terminate the lease is provided, if it is reasonably certain that
the Bank will not exercise that right. ‘

When assessing whether there is sufficient confidence that the Bank will exercise the right
to extend the lease, or that the Bank will not exercise the right to terminate the lease, the Bank
takes into account all relevant facts and circumstances that give rise to an economic incentive to
exercise the right to extend the lease or not exercise the right to terminate the lease.

In accordance with paragraph 5 of IFRS16, the Bank decided to apply the exemptions provided
{or:

(4) short-term leases; and

(b) a lease for which the underlying asset is of low value.

As a short-term lease, the Bank classifies leases under which, at the commencement date
of the lease, the intended lease term is not more than 12 months.

The determination of the lease term under an agreement containing a clause on the Bank's
right to extend the lease term, or on the Bank's right to early terminate the lease, is determined in
accordance with the above principles.

A lease that contains the right to purchase the underlying asset at the end of the lease term
18 not a short-term lease.

The conclusion about the low value of the asset is made on an absolute basis. The wnder-
lying asset can be of low value only if;

(a) the Bank can benefit from the use of the underlying asset, either alone or together
with other resources to which the Bank has free access: and '

(b) the underlying asset is not highly dependent or closely related to other assets.

A lease of an underlying asset does not qualify for classification as a lease of a low-value
asset if the asset is new, It also does not meet the criteria for classifying a low-value asset as a
lease if the value of the underlying asset exceeds RUB 350 thousand.

For short-term leases or leases in which the underlying asset is of low value, the lease
payments are recognized by the Bank as an expense on a straight-line basis over the lease term.
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At the commencement date of the lease, the right-of-use asset is assessed by the Bank at
historical cost determined in accordance with paragraph 24 of IFRS16. The cost of the right-of-
use asset must include:

- the amount of the initial measurement of the lease liability at the present value of the
lease payments that have not yet been settled at that date;

- lease payments on or prior to the commencement date of the lease, net of lease incentive
payments received,;

- any initial direct costs incurred by the Bank;

- an estimate of the costs that will be incurred by the Bank in dismantling and moving the
underlying asset, restoring the site on which it is located, or restoring the underlying asset to the
condition required in accordance with the lease terms.

At the commencement date of the lease, the lease liability is measured at the pr@sent val-
ue of the lease payments. Lease payments are discounted using the interest rate stipulated in the
lease. If it is impossible to calculate the interest rate specified in the lease agreement, the interest
rate on the borrowed funds of the Bank is used, and the Bank can also use the key rate of the
Bank of Russia.

Subsequent to initial recognition, right-of-use assets related to property, plant and equip-
ment are measured using the cost model less accumulated depreciation and accumulated impair-
ment losses.

If right-of-use agsets belong to a group of property, plant and equipment to which the re-
valuation model is applied, the Bank decided not to apply the revaluation model to right-of-use
assets that belong to such group of property, plant and equipment. In this case, right-of-use assets
are measured using the cost model less acewnulated depreciation and accumulated impairment
losses.

On subsequent accounting, the lease liability is measured by the Bank as follows:

- the carrying amount of the lease liability is increased by the interest on the lease liabil-
iy

- the carrying amount of the lease liability is reduced by the amount of lease payments
made;

- the carrying amount of the lease liability is re-measured to reflect changes in lease pay-
ments in the event of a change in the lease term or a change in the measurement of the right to
enter into a sale and purchase agreement for the underlying asset.

After the commencement date of the lease, the following are recognized in profit or loss
(unless costs are included in the carrying amount of another asset using other applicable stand-
ards):

- interest on the list liability;

- variable lease payments that are not included in the measurement of the lease Hability in
the period of which an event or condition occurs that triggers those payments.

The interest on the lease liability in each period over the lease term is the amount obtained
by applying a discount rate to the outstanding lease Hability.

Interest expense on the lease liability is accrued using the EIR(effective interest rate) meth-
od, where the interest rate on borrowed funds determined by the lease agreement or determined
by the Bank is used as the EIR.
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As 0f 01.01.21 the Bank had two lease agreements for real estate recognized as long-term,

- one lease agreement for real estate with a remaining period of 2 vears, the asset
value of 3,374 thousand rubles , accrued depreciation 1,127 thousand rubles; total net asset val-
ve of 2,247 thousand rubles .

- one lease agreement for real estate with a remaining term of 3 years, asset value
49,099 thousand rubles , acerued depreciation RUB 12,300 thousand; total net asset value 36,799
thousand rubles.
Under these agreements, the total amount of interest by the Bank as part of expenses for
2020 amounted to 6,228 thousand rubles.
As 01 01.01.22 the Bank had two lease agreements for real estate recognized as long-term.

- real estate lease agreement, asset value 3,374 thousand rubles, accrued depreciation 2,250 thou-
sand rubles, total net agget value 1,124 thousand rubles.

- real estate lease agreement, asset value 37 204 thousand rubles, accrued depteciation 2 451 thou-
sand rubles, total net asset value 34 753 thousand rubles.

- real estate lease agreement, asset value 37 204 thousand rubles, accrued depreciation 1 875 thou-
sand rubles, total net asset value 35 329 thousand rubles. '

- real estate lease agreement, asset valus 2 653 thousand rubles, accrued depreciation 262 thou-
sand rubles, total net asset value 2 391 thousand rubles.

Under lease agreements, the total amount of interest recognized by the Bank as an expense
for 2021 amounted to 5,706 thousand rubles.

Operating lease,

The Bank hag three operating lease agreements as of 01.01.2021. The value of underlying
assets received in short-term leases, as well as undertying assets of low value, is recorded by the
Bank in off-balance sheet accounts. The value of assets reflected in off-balance sheet accounts ag
of 01.01.2021 amounted to 39,474 thousand rubles. Rent for short-term lease and lease of assets
with a low value for 2020 2 797 thousand rubles.

The Bank has three operating lease agreements as of 01.01.2022, The value of underlying
assets received in short-term leases, as well as underlying assets of low value, is recorded by the
Bank in off-balance sheet accounts. The value of assets reflected in off-balance sheet accounts as
of 01.01.2022 amounted to 16,454 thousand rubles. Rent for short-term lease and lease of assets
with a low value for 2021 1362 thousand rubles.

The Bank does not have lease agreements without the right to early termination. The Bank
has no sublease agreements. The bank did not lease property during 2020.

6.1.11. Information about the methods and assumptions used to determine fair value.
Fair value of a financial instrument is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measure-
ment date. At the same time, such a transaction is made between independent parties in transac-
tions carried out in the ordinary course of business without signs of a forced transaction.
The main signs of a forced operation (but not limited to those listed below):

- the need for immediate disposal of the financial instrument;
- the presence of {inancial difficulties;
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- Jack of time to sell them;

- the presence of only one potential buyer as a result of imposed legal and time constraints;

- a significant excess of the number of offers over demand. Different levels of supply and
demand in the market are not always a determiming factor in compulsory trapsactions, since the
seller may have financial difficulties, but he nevertheless has the opportunity to sell financial in-
struments at market prices, provided there is more than one potential buyer in the market and
sufficient time for sales. Bankruptcy fransactions are not recommended {o be considered auto-
matically compulsory.

The Bank is guided by the following basic principles of valuation of mputa to determine
fair value:

- valuation techniques used to measure fair value should maximize the use of relevant observ-
able inputs and minimize the use of unobservable inputs;

- examples of markets in which inputs may be observable include foreign exchange markets,
dealer markets, intermediary markets, and principal-to-principal markets;

- in many cases, the transaction price will be equal to the fair value (for example, this situa-
tion may occur when, at the date of the transaction, the (ransaction to purchase an asset is carried
out in the same market in which this asset would be sold) (paragraph 58 of IFRS (IFRS) thir-
teen);
when deciding whether the fair value at initial recognition is equal to the transaction price, the
Bank takes into account factors specific to this transaction and to this asset or liability (paragraph
59 of IFRS (IFRS) 13);

- verification of the transaction price to ensure that the price may not represent the fair value
of the asset or Hability at initial recognition (paragraph B4 of Appendix B to IFRS (IFRS) 13) is
carried out by considering these factors in forming professional judgment.

In accordance with IFRS (IFRS) 13, in order to achieve the greatest consistency and com-
parability of fair value measurements and the information disclosed in relation to them, the Bank
uses the following fair value hierarchy, which provides for a grouping of inputs included in the
valuation techniques used to measure fair value , over three levels.

¥ level of fair value measurement. The most reliable evidence of the fair value of an as-
set is quoted prices in an active market.

These are data for financial instruments traded in an active market, the fair value of which can be
determined based on current unadjusted market data,
Within Level 1, the emphasis is on defining the following:

» & primary market for the asset or liability or, in the absence of a primary market, the most
advantageous market for that asget or Hability;

¢ whether the entity can enter into a transaction for the asset or liability at the market price
at the measurement date,

The initial data of Level 1 includes:

e quoted prices in major markets for this Financial Instrument

e data disclosed by other orvganizers of trades or information systems, the operators of
which are professional participants in the securities market, carrying out activities to or-
ganize trading in the securities market.
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H evel of fair value measurement. In the absence of quoted prices for an asset in an ac-
tive market, the following can be used:

- quoted prices for similar assets, as well as:
- other observable inputs (for example, yield curves, volatility and credit spreads for the asset).

The main prervequisite for classification for this level 2 is that inputs that have a significant
effect on fatr value are observable directly or indirectly in the open market (paragraph 81 of Ap-
pendix B to IFRS 13), excluding price quotations attributed to Level 1.

The initial data of Level 2 includes:

- quoted prices or yields for similar (not identical) financial instruments in active markets;
~ quoted prices for identical or similar securities in markets that are not active:
- other data observable for a financial instrument and confirmed by the market;

The initial data of Level 2 includes:

- use of the prices of recent commercial transactions;
- use of the current fair value of similar istruments.

The sources of these data are external to the Bank.

ITT Jevel of fair value measurement. In the absence of observable inputs for an asset, un-
observable inputs may be used to measure the asset at fair value, assuming that there is 11 15k in-
herent in the method used to measure the asset at fair value.

Level 3 includes historical data on assets similar to the one being assessed.

A valuation of an asset based on unobservable mputs that does not take into account the
risk inherent in the inputs to the valuation technique is not a reliable estimate of fair value.

The Bank's accounting policy provides that if the fair value of financial liabilities or finan-
cial assets at initial recognition differs significantly from the transaction price for the purchase of
secutities, the Bank reflects the difference between the fair value and the transaction price in ac-
counting for income or expense accownts. The materiality criteria developed by the Bank taking
into account paragraph 7 of IAS 1 have been approved in the accounting policy.

During 2021, the Bank did not have transactions concluded on non-market terms. For all
financial habilittes and financial assets, fair values are measured reliably. In all cases, the Bank
deteymines fair value based on observable data, a level 1 advantage.

6.1,12 Information on the volume, structure and changes in the value of other assets

Other assets 01.01.2022 01.01.2021 Change

Financial assets 0996 5912 4 084
;ﬁ::f:;zx;wnts with currency and stock ex- 3297 5949 2 652)
- settlements with other debtors 7627 9312 (1 685)
- other assets 0 2 3}
FProvision for possible losses (925} (9 345) 8 420
Adiustment of the allowance 1o the esti-

mated allowance for expected credit losses % © 3
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Non-financial assets 2123 1036 1087
- taxes 2123 1036 1087
Provision for possible losses e ] 0
T otffl other assets less allowance for po- 12119 6 948 5171
tential losses and allowance

During the reporting pericd, a reserve was created for other assets in accordance with Bank
of Russia Regulation Ne 611-P, as well as the Bank's internal Regulation “On the Procedure for
Forming Provisions for Possible Loss™. There are no long-term receivables expected to be settled

in the period exceeding 12 months from the reporting date.

6.1.12.1 Information on other assets by types of currencies

Other assets oLoL2022 | Resan | U8 Dok Euro

Financial assets 2 994 9 9% 4 0
(—: ;Z;ﬂge;;lems with currency and stock ex- 3997 3297 0 0
- settlements with other debtors 7627 7627 4]
Frovision for possible losses {925) (923) 0 ¢
Adjustment of the allowance to the estimat-

ed allowance for expected credit losses & & 0 0
Nov-financial assets 2123 2123 0 0
- taLes 2123 2123 0 0
Provision for possible losses 0 0 0
Total othe . isi -

e T B R .

6.1.12.2, Information about other assets broken down by terms remaining to matarity.

Othe}: assets 01.01.2022 01.01.2021 Change

Up to 30days 3297 6555 (3258
From 30 to 180 days 8730 2612 7138
From 181 to 365 days 0 7133 (7133)
Provision for possible losses (925) (9348) 8421
Adjustment of the allowance to the estimai-

ed gllowance for expected credit losses & @ 3
cential losses and estimated provision | 12119 6 948 5171

6.1.13. Information about the balance of funds on the aceounts of the Bank.

As 0f 01.01.2022 and 01.01.2021, the Bank has no loans, deposits, or other funds raised from

the Central Bank of the Russian Federation.
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6.1.14. Information about the balances of funds on clients’ accounts.

As of 01/01/2022, customer funds amount to 2,952,552 thousand rubles, as of 01/01/2021,
5,832 348 thousand rubles, a decrease of 49% is due to the expiration of the term of attracted

funds.
The structure of funds placed on clients' accounts 1s shown in the table:

Indicator name 01.01.2022 Change 01.01.2021
Funds of credit institutions ' 201 765 {1503 218) 1 704 083
Funds of customers other than credit institutions 2 750 787 {1 376 578) 4127 365
Ineluding individual entrepreneurs ' 5473 (18 325) 23798
Total ‘ 2952 552 (2 879 796) 5832348

Funds of customers that are not credit institutions by currency:
Indicator name 01.01.2022 | In U.S. N
In rubles dellars In Eurg

Funds of customers other than credit institutions 2750787 1 1700195 1031 282 19 310
Including individual entreprencurs 5473 546 3404 1433

Indicator name 01.01.2021 In rubles I(;lﬂgﬁ's fu Buro
Funds of customers other than credit institutions 41273651 33700649 751 951 4 765
Including individual entreprensurs 23 708 4 (42 19751 5

Information on the balances of funds of clients of legal entities by type of economic activity:
Indicator name 01.01.2022

Production of pharmacentical substances 1622942
Education 344 152
Mining 169 447
‘Wholesale trade in phanmacentical products 168 981
Activities of extraterritorial organizations and bodies 115 939
Agctivities of agent specializing in the wholesale trade of other selected types of
goods 110 934
Wholesale and retail trade in motor vehieles and motorcyeles and their repair 59 832
(Chher activities 47 109
Manufacture of plastic prodacts for packaging goods 28 165
Provision of transportation services 19 319
Computer software productions 13 914
Productiop of electric equipment 10 349
Farm poultry breeding 2340
Eenting and managing own or leased real estate 8 163
Wholesale {rads 7299
Diamond processing 5061
Retadl trade ,except for motor vehicles and motorcycles 5026
Activities for the provision of other businesa support services 1628
Mertal processing and coating of metals 1226
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Tea and coffes production 635
Production of precious metals 449
Wholesale non-specighzed trade in food, beverages and tobacco products 385
Activities of travel agencies 339
Food and beverage activities 92
Manufacture of computers, electronic and optical producis 16
(Other activities of information services 13
Provision of other financial services ]
Manufacture of machinery and equipment not included in other groups 4
Funds of clients that are not credit institutions 2750 787
Indicator name 01012021

Coal mining 1872 568
Production of medicines and materials used for medical purposes 1196323
Wholesale trade, except for the wholssale trade of motor vehicles and motorcycles 430 706
Education 336 540
Activities of extraterritonial organirations and bodies 114 233
Advertising activides and market research 2923}
Crop and livesteck production, hunting and related services in these arcas 21 897
Manufacture of machinery and equiprment not ineluded in other categories 21139
Manufacture of elsctrical equipment 15 421
Whotlesale and retail trade in motor vehicles and motorcycles and their repair 18179
Land and pipeline transport activities 9146
Retail trade, excluding trade in motor vehicles and motoreycles 7 520
Activities in the field of architecture and engineering and technical design; tech- 6 866
nical testing, research and analysis

Manufacture of finished metal products, except for machinery and equipinent 6731
Manufacture of robber an plastic products 5130
Manufacture of other finished goods 4270
Real estate operations 3734
Development of computer software, consulting services in this area and other relat- 2 468
ed services

Food production 1 060
Agtivities of travel agencies and other organizations providing services in the field 283
of tourism,

Other activities 300
Funds of customers other than credit institutions 4 127 365
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6.1.15. Financial liabilities measured at fair value through profit or loss

6&

As of 01.01.2022 and (01.01.2021 the Bank has no financial Habilities measured at fair value

through. profit or loss.

6.1.16. Debt securities issued

As0101.01.2022 and 01.01.2021, the Bank has no issued debt securitics.
6.1.17. Information on other liabilities.

Indicator name 01012022 | Change 01.01.2021
Financial liabilities 545 (1 820) 2 365
- settlements on issued bank guarantees 436 {(950) 1388
- other liabilitias 04 93 l
- unfinished calculations 0 0 0
- other liabilities 15 (963) 978
Non-financial liabilities 7% 493 33017 42 476
cad gt nestanee premam o o s Fobics 3251 (1 155) 4406
- caleulations for taxes and fees, social insurance 117 R7 30
lease obligations 72125 24 085 38 040
Total other Hahilities 76 038 31197 44841

6.1.17.1 Information on other liabilities broken down by terms remaining to maturity.

Other lizbilities - 01.01.2022 01,01.2021 Change
Poste restante ¢ 3843 {3 843)
Up to 30 days 1 1569 (1 568)
From 30 to 180 days 108 O 108
From 181 to 365 days 3 BO4 1386 2418
Over a year 72135 35041 34 084
Total other liabilities 76 038 44 841 31197
6.1.17.2. Information on other liabilities by types of currencies.

Indicator name 01.01.2021 | Rubles dgig;'s Buro cug;htf;es

| Financial Habilities 2 365 2019 251 a0 5
- settlements on issued bank guarantees 1386 1082 229 73 0
- other liabilities 1 1 0 0 0
- other liabilities 978 936 22 15 3
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Non-financial liabilities 42 476 42 476 ] ] 0
- avorued Habilities for annual paid vaca-
tions(short-term and long-term), insurance 4406 4406 ] 0 0
premiums for long-term liabitities
- caleulations Tor txes and fees, social in- 30 30 0 0 0
SUrance
lease obligations 3B 040 38 040 0 0 0
Total gther Habilities 44 841 44 495 251 90

Indicator name 01.01.2022 | Rubles U.5. dollars Euro
Financial liabilities 545 333 198 14
- settlements on issued bank guarantees 436 238 198
- other habibities 94 94
- other liabilities 13 1 14
Non-financial liabilities 75 493 75 493 0 0
- agerued liabilities for annual paid vaca-
tions(short-term and long-term),insurance 3251 3251 0 0
premiums for long-term liabilities
- caloulations for taxes and fees, social in- 117 117 0 0
surance
leage obligations 72125 72125 ] 0
Total other liabilities 76 038 75 826 198 14

6.1.18. Contingent liabilities of the Bank.
6.1.18.1. Information on provisions - non-credit provisions.

As 0f 01.01.2022 and 01.01.2021, the Bank does not have a reserve - a non-credit estimated lia-

bility.

6.1.18.2. The table below summarizes the Bank's contingent liabilities:

Indicator name 01.01,2022 01.01.2021 Change
Unused lines of credit 167 737 148 407 19 330
Issued guarantees 217 380 105 107 112273
Provision for possible losses on contingent
credit commitments (10 445) (10 846) 397
Adjustment of the allowance to the estimated
allowance for expected credit losses (528) (8157) 7589
‘Total credit related commitments less al-
lowance for potential losses 374 668 242 668 132000
Total credit related commitments less esti-
mated allowance for expected credit losses 374070 234481 139 589

The main purpose of credit related commitments is o ensure that funds are available to
customers when required. The total amount of undrawn Joan commitments and guarantees does
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not necessarily represent future cash requirements as these commitments may expire or be can-
celed without providing funds to borrowers. Guarantees represent irrevocable assurances that the
Bank will make payments in the event that a customer cannot meet its obligations to third par-
ties.

6.1.19. Information on the size and changes in the size of the authorized capital.

The authorized capital of the Bank as of 01.01.2022 and 01.01.2021 is 1,115,267 thou-
sand rubles. There was no change in the amount of the authorized capital during 2021.

There is no share premium as 0£01.01.2022 and 01.01.2021

The reserve fund as of 01/01/2022 1s 10 507 thousand rubles ,as of 01.01.2021it was 5 930

thousand rubles , The increase occurred by 4 577 thousand rubles.

6.2. Accompanying information to the Statement of financial results.

6.2.1.Interest income

Indicator name Data for 2021 Change Data for 2020
Interest income, total, including: 262 762 49 038 213 724
From placing fimds in credit institutions 161 635 27 493 64 142
From loans to customers other than credit
institutions 61 267 (3 4635) 63 732
From the provision of services for financial
lease(leasing) 0 [ 0.
From invesiments in securities 39 850 (45 990) &5 850
6.2.2. Interest expenses.
Yadic o Change
ndicator name Data for 2021 Data for 2020
Interest expenses, total, including: 63 777 28 401 37376
On attracted funds from credil institutions 3205 (5 124) & 329
On aitracted funds on clients who are not
oredit institutions 62 372 33525 29 047
On issued securities { 0 fl
6.2.3 Fee and cothmission income.
¥ndicator name Data for 2023 Change Data for 2020
Fee and commission income. 13 363 471 12 §92
Credit institutions and non-resident banks 90 70 20
Legal entitics and legal entities —non-
residents, except for credit institutions and
gon-resident banks 262 (D85) 1250
Individual entrepreneurs 4 {20) 24
Credit institutions and non-resident banks 0 (222) 222
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Legal entities and legal entities ~non-
residents, except for credit institutions and

non-resident banles 1 853 0 1 858
Individual entrepreneurs 14 ¢ 8
On bank accounts on behalf of credit institu-
tions and non-resident banks 244 14 230
On bank accounts on behalf of legal entities
and legal entities —non-residents, except for
credit institutions and non-resident banks 4 448 (903) 5 351
On barnk accounts on behalf of individual en-
trepreneurs 40 10 30
Without opening bank accounts, including
electronic money, by citizens(individuals) and
individuals-non-residents 2174 116 2058
With credit institutions and non-resident
banks 15 (385) 400
With legal entities and legal entities —non-
residents, except for credit institations and
non-resident banks 4 046 2638 1 408
With individual entrepreneurs 168 168 0
credit institutions and non-resident banks 0 (33) 33
6.2.4. Commission expenses.
. Change Data for
Indicator name Data for 2021 2020
Commission expenses, 4 551 196 4 355
Commission expenses on transactions with
Joreien exchange values 1036 129 407
Expenses for opening and maintaining bank
dCCounts 242 42 200 |
Lxpenses for settlement and cash services 424 (111 535
Expenses for money transfer services, includ-
Ing services of payment and settlement sys-
tems 403 282 123
Expenses on received bank guarantees and
sureties 778 G55 123
Commission expenses for the provision of in-
termediary services under brokerage and sim-
ilar agreementys 773 {378) 1351
Other commission expenses 893 (223) 1116

6.2.5. Information about losses and reversals of impairment losses for each type of asset,

Indicator name

Data for 2021

Change

Data for 2020
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Change in the reserve for possible losses on
loans, loan and equivalent debts, funds,
placement on accounts, as well as accrued
interest income, total, including:

(19 383)

(17 523)

Change in the allowance for potential losses
and the estimated allowance for expected
credii losses on accrued interest income

(36 908)

(374)

(323)

(1)

Change in the reserve for possible losses and
estimated allowance for expected credit losses
on securities measured at fair value through
other comprehensive income

(2 034)

2054

Change in provision for possible losses on
securities available for sale

- Change in the reserve for possible losses and
estimated allowance for expected credit losses
of1 securities measured at amortized cost

Change in provision for possible losses on
securities held 1o maturity

0

0

0

Changre in provision on other losses

9289

7454

L 835
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The Bank regularly assesses the available pledged funds for the funds provided and
claims arising from transactions with financial instruments. If there are signs of impairment of
such claims due to pon-fulfillment or improper fulfillment by the borrower of obligations, or the
existence of a real threat of such non-fulfillment (improper fulfillment), the Bank creates Provi-

sions for the impairment of such assets.

6.2.6, Information on net income from transactions with financial assets.

Indicator name Data for 2021 Change Data for 2020
Net income from transactions with securities
measured at fair vatue through other compre-

hensive income 11 355 (34 201) 45556

6.2.7. Information on net income from foreign exchange transactions.

Data Data
for Change for
Indicator name 2021 2020
Net income from foreign exchange transactions 5 632 (16 800} | 22432
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Net income from foreign correney revaluation 7 134 (2 743) g 879
Net profit/loss on foreign exchange transactions 12766 (19545) | 32311
6.2.8. Information about the main components of tax expense(income)
. Change
Indicator name Data for 2021 Data for 2020

Taxes and fees attributable to expenses in accordance with the legislation of Russian Federation,
including:

- VAT, paid for goods and services 6777 883 . 5892
- Transport tax 13 (3) 21
- State duty 39 19 20
Total 6 834 201 5933
Income tax, including:
- Income tax taxed at the rate of 20% 4780 (353) 11 133
- Income tax on government securities taxed
ai the rate of 15% s (4893} 10426
- Deferred tax Habilin/

7 ity 12 360 14221 (1 861)
(deferred tax asset)
Total 12 671 2973 19 698
Total tax expense 29 505 : 3874 25 631

Bank of Russia Regulation Ne 409-P dated November 25, 2013 "On the Procedure for Ac-
counting for Deferred Tax Liabilities and Deferred Tax Assets" (hereinafter referred to as Regu-
lation 409-P) defines, in particular, the procedure for caleulating temporary differences, which
can be of two types:

- taxable, resulting in the formation of deferred income tax, which should increase the
amount of income tax payable to the budget system of the Russian Federation in future reporting
periods;

- deductible, resulting in the formation of deferred income tax, which should reduce the
amount of income tax payable to the budgetary system of the Russian Federation in future re-
porting periods.

In sections 1.5-1.6. provisions 409-P provide definitions of deferred tax assets and Habili-
fies. -

Deferred tax liability means the amount of income tax payable to the budgetary system of
the Russian Federation in future reporting periods in respect of taxable temporary differences.

Deferred tax asset means the amount of income tax recoverable in future reporting periods
tn relation to:

- deductible temporary differences;

- losses carried forward not used to reduce income tax.

In section 1.8, provisions 409-P deferred tax liabilities are reflected in passive balance sheet
account Ne 01701 "Deferred tax Hability", deferred tax assets - on active balance sheet accounts
Ne 61702 "Deferred tax asset for deductible temporary differences” and Ne 61703 "Deferred tax
asset for transterred future losses .
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6.2.9. Information on the amount of expenses for payment of benefits to employees

The total amount of remuneration paid and included in the "Operating expenses” line of the
income statement is presented as follows:

Indicator name Data for 2021 Change Data for 2020
Emplovee benefits 82 647 18 453 64 194
Taxes and fess 13 406 2174 11232
List of personnel(people) 35 3 32

Employee benefits include short-term employee benefits (including compensation and in-
centive payments} and termination benefits (termination benefits),
Below is information regarding members of the Bank's executive bodies and other em-
ployees performing risk-taking functions:

Indicator name

Data for 2021

Data for 2020

Executive coxm-

Risk-bearing

Executive com-

Risk-bearing

mittee employees mittee employees
Number(people) 4 3 4 3
Short-term employes benefits 18199 5946 18 199 5502
Personal Income Tax 2365 773 2365 715

6.2.10. Income and expenses for the scttlement of litigation (income in case of positive deci-
sions, expenses in case of negative decisions)

During 2021 and 2020, the Bank did not participate in litigation with legal entities and in-

dividuals.

6.2.11. Information on the amount of the total comprehensive income of the Bank

Indicator name

Data for 2021

Ci)ﬁnge

Data for 2020

Taxes and fees attributable to expenses in accordance with. the legislation of Russian B ederation,

including:

« VAT, paid for goods and services 6777 885 3892

~ Transport tax 18 (3) 21
" State duty 39 19 20

Total 6 834 901 5933

Income tax, including:

- Income tax taxed at the rate of 20% 4780 (6 353) 11133

- Income tax on government securities taxed 3331 (4 893) 10426
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at the rate of 15%

- Deferred tax liability/ ‘
12 360 14 221 (1861)

(deferred iox asset)

Total 22 671 2973 19 698

Total tax expense 29 505 3874 25631

For 2021 and 2020, dividends were not calculated or paid.
6.3. Information to the Statement of Changes in Equity,

Changes in equity for the reporting period were due to profit received for 2021, revalua-
tion adjustments for securities measured at fair value through other comprehensive income, an
increase in the reserve fund, recovery of estimated reserves for expected credit losses and profit

carrv-over for 2021,

Book value of | Total compre- | Book value of
Indicator pame capital in- hensive in- capital in-
struments as come of the struments as
of 01.01.2022 | Bank for 2021 | of 01.01.2021
Shareholders’ funds 1115267 0 1115267
Reserve fund 16 307 4 577 5930
Revaluation of securities measured at fair
value through other comprehensive income 712 (25 362) 26574
Estimated allowance for expected credit 0 0 0
losses
Undistributed profits 1202982 38010 1144 972
Total 2329 468 36725 2292743

The change in the line " Undistributed profits " in the table above is the sum of the profit

received at the end of 2021.

6.4. Information to the Cash Flow Statement.

Information on the results of reconciliation of the amounts in the statement of cash flows
with similar items in the balance sheet for cash and cash eguivalents

Cash flow Balance sheet

Indicator name statement data data as of

for 2021 01.01.2022
Cash 12413 12415

Funds of a credit institution with the Central Bank of the

Russian Federation, including: 309728 309 728
Reguired reserves (278 092) (278 092)
Funds in credit institutions 900 387 910 297
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Cash and cash equivalents as of 01.01,2021 953 438 054.348

{Cash 14 433 14 453
Fund_s of a crecht 111_st1tut19n with the Central Bank of the 2931 202 231 202
Russian Federation, including:

Reguired reserves (181 762} (181 762)
Funds in credit institutions 1013383 1014 397
Cash and cash equivalents as of (61.01.2022 1077276 1078290

The composition of cash and cash equivalents in the statement of cash flows excludes the
required reserves with the Central Bank of the Russian Federation and assets for which there is a
risk of loss.

Information about significant investment and financial transactions that do not re-
quire the use of cash.

During 2021 and 2020, the Bank did not carry out investment and financial transactions
that did not require the use of funds.

(Quantitative and qualitative information about the objectives and policies for managing
risks associated with financial instrurnents. Information about money management.

7.Quantitative and qualitative information on the objectives and policies of risk manage-
ment associated with financial instruments. Information about money management.

7.1. Information about the structure of own funds (capital).

Implementation of the Bank's ICAAP includes calculating the capital required to cover all
banking risks, checking the functioning of risk management mechanisms, assessing the adequacy
and effectiveness of the JCAAP's internal control system, ete.

The Bank operates a system for managing its own funds (capital).

In order to determine the amount of capital required to cover claims in relation to each of
the risks significant for the Bank, the Bank determines: -

- risks for which capital requirements will be determined by quantitative methods . The
quantitative capital requirements are determined by the Bank for credit, market, operational
risks;

- risks for which the capital requiremient will not be determined by quantitative methods.
At the same time, the coverage of possible losses from their implementation will be carried out
by allocating a certain amount of capital to cover them, and risks will be limited by other meth-
ods (by setting Hmits).

With regard to significant financial risks, the current capital requirement or the total (to-
tal) amount of capital required by the Bavk is determined using two methods: the basic ap-
proach method and the balance approach methed, taking into account the comprehensive stress
testing of the Bank's financial indicators.

According to the baseline approach, the total amount of capital required by the Bank in
relation to banking risks is determined using the principle of proportionality by multiplying the
Bank's quantitative Risk Appetite by the average capital value over the last 12 months. Accord-
ing to the calculated data, the total amount of required capital as of 01.01.2022 using the basic
method amounted to 428 §92.35 thousand rubles, which is 729 697.73 thousand rubles, less than
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the planned (target) level of the Bank's capital, planned in the Bank's Development Strategy, and
by 1 822 668.65 thousand rubles, less than the internal capital of the Bank.

According to the balance sheet approach, the calculation is based on the aggregate un-
covered risk for groups of assets, defined as the product of the value of the corresponding asset
and the risk coefficient reflecting the likelihood of economic losses (accumulated and expected)
for the corresponding types of transactions. The Bank determines the following risk ratios for
each balance sheet item used in the calculation: for each asset item, the average risk level is cal-
culated, equal to the ratio of the total uncovered risk to the indicator of income-generating assets
(IGA) or non-income-generating assets (NIGA) (depending on the classification of balance sheet
assets as income-generating or non-income generating).

The total amount of required capital according to the balance method, taking into ac-

count stress testing, as of 01/01/2022 amounted to 314,133.77 thousand rubles, which is
844,456.21 thousand rubles Jess than planned in the Development Strategy of the Bank, and
1,937,427.23 thousand rubles. less than the internal capital of the Bank,
In order to assess the capital adequacy, the Bank has established a procedure for correlating the
current capital requirements of the Bank (the largest indicator is selected from the calculated
ones using the balance sheet and basic methods) and the amount of internal capital available to it
that is available to it.

The Baok's own funds as of the analyzed date are considered sufficient if:

o the indicator of the current capital requirement of the Bank is less than the value of equity
(capital) as of the analyzed date;

o during the monitoring process, there was an excess of the Bank's own funds (capital).
The Bank's own funds as of the analyzed date are considered insufficient if:
o the indicator of the current capital requirement of the Bank is greater than the val-
ve of equity (capital) as of the analyzed date;
© during the monitoring process, there was a deficit of the Bank's own funds (capi-
tal).

The current capital requirement of the Bank, taking into account stress testing as of
01.01.2021, amounted to 1,225,765.27 thousand rubles. Thus, the Bank's capital fully covers the
overall current risk of the Bank.

These procedures will allow the Bank to control the levels of banking risks, capital ade-
quacy, as well as compliance with mandatory standards.

As of 01.01.202] there were no violations of indicative limits in relation to capital allo-
cation and approximations to the signal values, capital redistribution is not required, the Banl's
equity (capital) of the year was recognized as sufficient.

The objectives of capital adequacy management are;

~ ensuring capital adequacy to cover significant risks;

— ensuring the financial stability of the Bank, minimizing possible financial losses
from the impact of the risks assumed by the Bank in accordance with the Bank's
Development Strategy; ‘

— compliance with the requirements of the state bodies of the Russian Federation that
regulate the Bank's activities;

~ adherence to international standards and best practices in the field of banking / fi-
nancial regulation.
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The main objectives of the capital adequacy management systern are:

1

identification and assessment of the materiality of types of banking risks:
setting limits and restrictions on significant risks;

f

compliance with the mandatory ratios and restrictions established by the Bank of Russia;

— capital planning based on the results of a comprehensive assessment of significant risks,
stress testing of the Bank's stability in relation to internal and external rigk factors,
benchmarks of the Bank's Business Development Strategy, and the Bank of Russia re-
guirements for capital adequacy;

— ensuring a ynified understanding of planning, taking into account the level of aceepted
risk; ‘

~ informing the management of the Bank, collegial bodies and subdivisions performing
functions related to the acceptance and management of risks about significant risks and
capital adequacy.

When determining the planned (target) capital level, the planned capital structure, the
planned (target) level of capital adequacy, the Bank proceeds from the assessment of the current
capital requirement required to cover significant risks, and also takes into account the possible
need to attract additional capital and the available sources of its attraction for coverage of signif-
icant risks, taking into account the guidelines for business development, planned (target) risk
levels and the target structure of the Bank's risks established by the Bank's Development Strate-
gy,

The composition of the sources of the capital at the Bank's disposal, in addition to the
sourees included in the calculation of the total amount of equity funds (capital), established by
Bank of Russia Regulation Ne 646-P dated 04.07.2018 “On the Methodology for Determining the
Amount of Equity Funds (Capital) of Credit Institutions (* Basel Il ) (hereinafter - Regulation
Ne 646-P), other sources may also be included, such as unrealized income (adjusted for unreal-
ized cxpenses) in terms of assets (liabilities) reflected in accounting not at fair value, planned
income, Moreover, such sources should be available to cover losses from the realization of tisks.
In order to control the adequacy of its own funds (capital), the Bank establishes procedures for
the allocation of capital through a system of limits by areas, types of significant risks (in particu-
lar, credit, market) and divisions performing functions related to risk taking (divisions providing
lending to corporate and retail clients in terms of cradit risk, treasury and other divisions engaged
in transactions with securities, foreign exchange and derivative financial instruments in terms of
market and interest rate risks).

According to the monitoring of capital allocation limits in 2021, there were no violations of

capital allocation limits by business areas and divisions of the Bank (deviations were within the
acceptable margin of error). The individual actual ROE of the divisions was higher than planned
There was no need to reallocate capital in 2021,
The total sources of the Bank's own funds according to the data of form 0409806 as of Jamary 1,
2022 amounted to 232 9467 thousand rubles. The Bank maintains the level of adequacy of its
own funds (capital) at a level that corresponds to the nature and volume of operations carried out
by the Bank.

The table below shows the regulatory capital based on the Bank's reports prepared in ac-
cordance with the requirements of Russian legislation, namely, with the requirements of the
Bank of Russia Regulation Ne 646-F dated 04.07.2018 “On the Methodology for Determining the
Amount of Equity (Capital) of Credit Institutions (** Basel II1 ");
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Date Capital size Increase/decrease Increase/decrease,
in.%b
01.01.2021 2 155904 45 735 2.12%
01.01.2022 2251 886 95 982 4.26%

The Bank's own funds (capital) adequacy ratio (N1.0) as of January 1, 2022, according to
the data of Form 0409813, amounted to §6.056%, while the minimum allowable value, taking
into account the prudential requirements of the Bank of Russia and the Bank's internal docu-
ments, 1s 12%, which indicates the Bank's stable position at background of an unfavorable exter-
nal environment. Fconomic standards N1.1, N1.2 and N1.0 established by the Instruction of the
Bank of Russia dated November 29, 2019 No. 199-1 "On mandatory ratios and allowances for
capital adequacy ratios of banks with a universal license” (hereinafter - Instruction No. 199-1),
were performed throughout 2021, which ig reflected in the form 0409813 published by the Bank
and in the following table:

. Actual value as of | Actual value as of
Normative
Indicator name value 01.01.2022 (1.01.2021
. in %
A58 C&Ima.i adequacy ratio of the]
Bank(N1.D >4.50 84005 44 571
Ixed capital adequacy tatio of the
Bank (N1.2) | =6.00 84.905 44,571
gf‘“tﬁe gﬁ(&?’@) adequacy ratio] ¢ o 86.056 46.491

There are no innovative, complex or hybrid capital instruments of the Bank.

T.1.Information about the risk management system,
Organization of the risk management system, key performance indicators of the Bank.

The Bank has formed an effective risk management system, the work of which is based on
the following principles:

- proportionality and unity of methodological approaches to risk management,
— awareness and involvement in risk management,
— documentary regulation of operations related to risk,
- independence of the risk management division,
— multistage risk level control,
— improving the risk management system,
- automation of risk management
— multi-level limitation of accepted risks,
— forward-looking risk management,
- compliance with the requireraents of the Bank of Russia for risk management and capital ade-
quacy of the Bank,
- sufficiency, completeness and timeliness of reporting
— an integrated approach to risk and capital adequacy management,
The purpose of banking risk management is:

—  ensuring/maintaining an acceptable level of risks within the Risk Appetite and/or other
limits and restrictions;
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— ensuring capital adequacy to cover significant risks;

— ensuring the financial stability of the Bank, minimizing possible financial losses from
the impact of the risks assumed by the Bank in accordance with the Bank’s Development Strate-
EY;

— compliance with the requirements of the state bodies of the Russian Federation regulat-
ing the Bank’s activities;

— adherence to international standards and best practices in the field of banking/financial
regulation.

The main tasks of the banking risk management system are:

— identification and assessment of materiality of types of banking risks;

— assessment, aggregation and forecasting of the level of significant risks;

~ setting limits and restrictions on significant risks;

— monitoring and control over the volumes of accepted risk, implementation of measures to re-

duce the fevel of accepted risk of the Bank in order to maintain it within the established external

and internal restrictions;

~ corupliance with the mandatory ratios and restrictions established by the Bank of Russia;

- ensuring efficient allocation of resources to optimize the ratio of risk and profitability of the

Bank;

— capital planning based on the results of a comprehensive assessment of significant risks, stress

testing of the Bank's stability in relation to internal and external risk factors, benchmarks of the

Bank's Business Development Strategy, Bank of Russia requirements for capital adequacy;

~ ensuring a unified understanding of planning, taking into account the level of accepted risk;

— informing the management of the Bank, collegial bodies and subdivisions performing functions

related to the acceptance and management of risks about significant risks and capital adequacy.

In order to develop ICAAP, decisions on the choice of methods and procedures for risk and capi-

tal management are taken by the Bank independently, based on the principle of proportionality,

which states that credit institutions whose activities are not related to the implementation of

complex transactions can use simpler methods and procedures for capital management and risks,
In accordance with. the recommendations of the Basel Committee, the Bank determines

the following approaches applied to the assessment of various types of risks when calculating

capital adequacy;

Kisk type Calculation method
Credit risk A standardized approach
Market risk A standardized approach
Operational risk Basic indicative approach

The priority areas of the Bank's activities are comprehensive servicing of clients of small
and medium-sized businesses, corporate clients and operations with securities. As part of the
service, the Bank offers setflement services, loan products, bank guarantees, including in favor of
customs authorities, support of foreign economic activities of legal entities.

The structure of the risk and capital management bodies of the Bank:

- General meeting of participants;
- Board of directors;
- President;
- Executive committee;
- Financial committee;
- Credit committee:
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- Lending department;

- Risk management service;

- Internal audit service;

= internal control service;

- Responsible person for AML/SFT;
- Heads of the Bank’s divisions.

The functions of the risk and capital management bodies are implemented through a sys-
tem of powers and decision-making, which is designed to ensure the proper functioning of the
risk and capital management system of the Bank, giving it the required flexibility combined with
stability at each management level.

In the field of internal procedures for assessing capital adequacy (hereinafter - ICAAP),
the Bank has developed the following internal documents:
Risk and capital management strategy of the Bank

— Methodology for determining the materiality of banking risks in the Bank;

— Regulation on the assessment of the aggregate risk in the Bank;

— Regulation on the assessment of the adequacy of own funds (capital) in the Bank;
— Regulations on the assessment of the results of the Bank's ICAAP implementation;
— The procedure for establishing and revising limits, signal values in the area of ICAAP in the
Banl;

— Regulation on the assegsment of risks for the owners of the Banlk;

— Policy o management of operational rigk in the Bank;

— Policy on liquidity risk management in the Bank;

- Policy on credit rigk management in the Bank;

— Concentration risk management policy it the Bank;

— Policy on interest rate risk management in the Bank;

— Policy on currency risk management in the Bank;

— Policy on management of stock and commodity risks in the Bank;

— Policy on market risk management in the Bank;

- Policy on country risk management in the Bank;

— Policy on managing the risk of loss of business reputation in the Bank:

- Policy on legal risk management in the Bank;

— Policy on strategic risk management in the Bank;

— Regulation on stress testing at the Bank;

— Methodology for analyzing lquidity risk in the Bank;

— Methodology for analyzing credit risk in the Bank;

- Methodology for analyzing concentration risk in the Bank;

— Methodology for analyzing interest rate risk in the Bank;

— Methodology for analyzing currency risk in the Bank:

~ Methodology for analyzing stock and commeodity risks in the Bank;

-~ Methodology for analyzing market risk in the Bank;

~ Methodology for analysis of country risk in the Bank;

— Methedology for analyzing the risk of loss of business reputation in the Bark;
~ Methodology for the analysis of legal risk in the Bank;

— Methodology for the analysis of strategic risk in the Bank;

-~ Methodology for analyzing operational risk in the Bank;
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- Instructions for maintaining analytical databases of the implementation of operational risks in

the Banl;

~ other internal documents of the Bank regulating the ICAAP system, including banking risk

management system.

Determination of the significance (materiality) of banking risks, risk appetite of the Bank.

Risk appetite is determined by the Bank's Risk and Capital Management Strategy at the Bank's

level in the context of the Bank's activities. Risk appetite is defined as a combination of quantita-

tive and qualitative indicators.

The quantitative indicators include the following indicators characterizing certain types of signif-

icant risks:

~ the ratio of the volume of provisions for possible losses required to the formation of reserves
to risk-weighted credit requirements;

— volumes of provisions for possible losses in the context of portfolios of credit requirements;

— levels of probability of default and losses in relation to classes (segments) of credit claims;

— for interest rate risk - the sensitivity of the interest margin to fluctnations in market rates, the
cost of capital to fluctuations in market rates;

-~ for market risk - the amount of capital required to cover losses from changes in the value of
financial instraments;

— for liquidity risk - the maximum gap between assets and liabilities for different call and ma-
turity periods, both up to one year and more than one year, limits on the Bank's dependence
on the funds of one legal entity or individual (hereinafter referred to as the counterparty) or
on raising funds when placing one product;

— concentration risk - an indicator of the risk of concentration on the largest borrowers (the ra-
tio of the volume of the Bank's claims on the largest borrowers to the total loan portfolio, to
five or ten largest borrowers), an indicator of the risk of concentration on borrowers by type
of economic activity or on investments in securities of issuers by type economic activity;

-~ statistical indicators characterizing the degree of diversification of the portfolios of a credit
wstitution - the Herfindahl-Hirschman Index(HHI).

Qualitative indicators inchude:

- risk assessment and compliance with the established risk appetite when deciding to enter
new markets, to carry out new operations (to introduce new products);
— agsessment of the ratio of risk and profitability when making managerent decisions.

In 2020, the Bank recognized the following risks as significant: liquidity risk, credit risk,
market risk, interest rate risk, operational risk, legal risk, tisk of loss of business reputation and
concentration risk.

Based on the risk appetite indicators, the Bank determines the planned (target) capital lev-
el, the planned capital structure, sources of its formation, the planned (target) capital adequacy
level, as well as the planned (target) risk levels and the target risk structure of the Bank.

The Bank has a system of limits and restrictions, which makes it possible to ensure an ac-
ceptable level of risks - the Bank's risk appetite. The Board of Directors and other executive bod-
ies of the Bank periodically monitor the ICAAP system and its effectiveness by studying the
submitted reports, as well as internal audit of ICAAP procedures in accordance with the terms
established by the Bank's internal documents.

TCAAP reporting is formed by the Risk Management Service. Reports on the results of the
ICAAP implementation are submitted to the Board of Directors and executive bodies of the
Bank on an annual basis.
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Reports on the results of stress testing are submitted to the Board of Directors and executive bod-
ies of the Bank on an annual baais.
Internal reporting to the head of the Risk Management Service, heads of divisions and
members of the Bank's committess, whose competence includes risk management, is carried out
in the following order:

— reports on significant risks in terms of information on the volumes of risks assumed by the
Bank's structural divisions, the use (violation) of the established limits, as well as reports on the
amount of capital, on the results of capital adequacy assessment, on the fulfillment of mandatory
ratios, are submitted to the Bank on a daily basis;
~ reports on significant risks in terms of information on the aggregated volume of significant
risks accepted by the Bank, at least once a month.
ICAAP reporting includes, but is not limited to, the following information:

— on the aggregate amount of rigks accepted by the Bank, as well as on the accepted amounts of
each type of risk significant for the Bank;
- on the levels of significant risks assumed by the Bank;
— on the use of the approved limits of risks and capital adequacy of the Bank;
— on the {acts of violation by the Bank's subdivisions of the established limits, as well as
measures taken to resolve the identified violations;

— on the fulfillment of mandatory standards;

— about the results of stress testing;
— on the current internal assessment of capital adequacy;
— on the results of self-assessments of banking risks;

-- on the results of forecasting the financial performance of the Bank;

- on the results of the ICAAP implementation.

sand rubles (- 1,342,708 thousand rubles).

Financial performance of the Bank.

As 0of 01.01.2022, according to the data of form 0409806, the value of the Bank's assets
amounted to 3,370,443 thousand rubles, as of January 1, 2021 - 8,194,293 thousand rubles, Such
dynamics was mainly due to a decrease in:

~ net investments in financial assets at fair value through other comprehensive income from
2,289,015 thousand rubles to 807,771 thousand rubles (- RUB 1,481,244 thousand rubles);
— net loan debt measured at amortized cost from 4,498,322 thousand rubles to 3,155,614 thou-

Information on claims (liabilities), weighted by the level of risk,
and on the minimum amount capital required to cover risks

Number

Indicator name

Risk-weighted

claims(liabilities)

Minimum ecapital
required to cover
risks

Data as of the
reporting date

Data as of the

previous reporting

date

Data as of the re-
porting date

Credit risk(excluding counterparty credit
risk}, total, including:

2018 041

1639674

161 443
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. , 2018041 1639674 161 443
2 Using a standardized approach 18
, oy ‘ X X
When using the basic IRR. X
4 When applying an approach based on risk 0 0 0
weighting for requiremnents for specialized
lending and investments in equity participa-
tion (IRR)
5 ‘When using advanced [RR 0 0) 0
. . . X X X
6 Counterparty credit risk, total, including:
7 When using a standardized approach 0 0 0
When applying the method based on internal
8 . 0 0 0
models
9 When using other approaches 0 0 0
10 Risk of changes in the cost of credit claims 0 0 0
a3 4 result of deterioration in the credit qual-
ity of the counterparty under OTC deriva-
tives transactions
11 . . .- .
Investments in equity securfiies(shares, units
in mutwal funds) and shares in the author-
ized capital of legal entities that are not in- X s %
cluded in the trading portfolio, using a sim-
plified approach based on risk weighting in
IRR
2 Investments in shares, shares of investment o 0 0
and other funds-an end-to-end approach
13 Investments in shares, shares of investment X X X
and other funds- mandated approach
14 Tnvestments in stocks, shares of investment X X X
and other funds-a reserve approach
15 Settlement risk a 0 0
Securitization risk(excluding trading portfo-
16 , N h . : 0 0 0
lio securitization risk), total, including:
17 L . |
When applying IRR based on ratings X X X
18 , ,
When applying the approach based on the
ratings of credit rating agencies, including X X X
the approach based on intemnal assessments
1 .
1 Using a standardized approach 0 0 0
20 [Market risk, total, including: 89 407 2362876 713
. . 107
21 Using a standardized approach 8940 2362878 7133
I When applying the method based on inter- X X X
nal models
23 Equity adjustment due to the transfer of se-
curities from a trading portfolio to a non- 0 0 0
trading portfolio
24 Operational risk 312 938 638 325 41 035
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25

Assets{claims) below the materiality thresh-
old for deduction from equi- 0 0 o
ty{capital), weighted with a coefficient of
250) percent

26

The mindmum amount of adjustment for the
imaxirnum amount of credit and operational Xl X X
risk deduction when applying IRR

27

- 2620 384 4 640 875 209 631
Total

During 2021, the Bank's market risk increased threefold, or by 2 273 469 thousand rubles.
This growth was due to an increase in the Bank's investments in debt obligations of the Ministry
of the Russian Federation.
Limits

One of the tools of the Bank's Risk and Capital Management Strategy is the system of
limits, which is designed to establish certain restrictions on the Bank's acceptance of excessive
risks.

The objectives of the system of limits are recognized as "physical" lmitation of the
Bank's acceptance of excessive risks and prevention of the "spill-over” of negative problems of
one of the types of activities of the Bank to the entire Bank. The main task of the system of limits
is to ensure the formation of the structure of the Bank's assets and liabilities, adequate to the na-
ture and scale of the Bank's activities,

The system of limits in the Bank has a multilevel structure:

— the total limit for the Bank (the level of aggregate risk) is set based on the Risk Appe-
tite, defined in the Banking Risk and Capital Management Strategy; :

-~ limits by types of risks material (significant) for the Bank (Risk appetite);

— limits for the Bank's divisions responsible for taking risks material to the Bank (areas of
activity);

— limits for the distribution of the Bank's own funds (capital) by types of significant (sig-
nificant) rigks;

- ltmits for individual borrowers (counterparties);

— limnits on securities portfolio instruments;

-~ other limits.

The Bank uses the following types of limits in the area of ICCAP:

-~ strict - “hard” limits, violation of which (approaching the signal value) leads to the ter-
mination of operations;

— indicative - "non-rigid" limits, signaling the achievement of a certain level of risk that
requires consideration and decision-making on further directions of development;

— signal limits or signal values of limits - "soft" limits, called upon to pay attention to the
acceptable, but approaching the critical value of the risk indicator,

With regard to the management of limits, the latter are divided into:
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— regulated limits, at which the Hmited risk indicator is manageable, i.e. can, if necessary,
be brought to the required level (as, for example, an open foreign exchange position can be
closed by conducting new operations); ‘

— conditionally constant limits, according to which the limited indicator has a stable me-
dium-term nature, and it is practically impossible to change the position that reduces the risk
(such as, for example, using the credit limit - in a constant volume for the life of the loan);

— multi-factor limits, according to which the value of the risk indicator is formed under
the influence of many factors, incl. external to the controlled process (as, for example, a limit on
a share in a portfolio may be violated as a result of a decrease in position in another segment).

By form, the limits are subdivided 1nto:

— positional - the simplest, classic - direct restrictions on the position volume;

— capital limits - restrictions on the amount of capital required by the type of risk / divi-
sion / line of business;

— structural limits limiting the share of a certain segment in the total amount of risk - for
example, industry limits in the loan portfolio;

~ limits on the level of banking risk - restrictions on the value of the corresponding indi-
cators of banking risk; |

— stop-loss and take profit limits - restrictions for operations in order to comply with the
Bank's mandatory ratios;

- authority limits limiting the amount of accepted risks by employees / departments both
by the size of the portfolio / position and by the nature of the instruments:

— other limits.

All limits on banking risks are set taking into account the regulatory requirements of the
Bank of Russia and are revised at least once a year. Changes in specific limits and signal values
can be initiated by the heads of the relevant departments of the Bank, RMS, and the Fxecutive
Conmittee of the Bank. In limiting the risk, the leading role is assigned to the observance of the
mandatory ratios determined by the Instruction of the Baink of Russia Ne 180-1.

Failure 1o comply with the established mandatory ratios by the Bank is not allowed.

Stages of the process of setting the Bank's risk lmits:

~ initiation of the issue of establishing limits for the Bank's risks:

— preliminary determination of the size of the Bank's risk limits;

- submission of the issue of setting the Bank's risk limits for consideration by the Execu-
tive Committee of the Bank; making decisions on the issue of setting Limits for banking risks by
the Executive Committee of the Bank and developing appropriate recommendations to the Board
of Directors of the Bank;

— submission of the issue of setting the Bank's risk limits for consideration by the Board
of Directors of the Bank; decision-making by the Board of Directors on the issue of setting the
Bank's risk limits;

— bringing information on the decision taken on the issue of setting the Bank's risk limits
to the interested structural divisions and (or) officials of the Bank.

The Board of Directors and other executive bodies of the Bank periodically monitor the
ICAAP system, incl. with regard to the establishment and revision of limits and signal values in
the area of ICAAP, its effectiveness by studying the submitted reports, as well as internal audit

50



L7

of ICAAP procedures. Internal audit of the procedure for establishing and revising limits and
signal values in the ICAAP area is carried out by TAS in the form of scheduled inspections at
least once a year according to the schedule approved by the Board of Directors or in the form of
an unscheduled inspection if signs of violation of ICAAP requirements are detected.

Compliance with risk limits and signal values of the Bank is monitored at two levels:

~ constant monitoring of compliance with risk limits directly by the Bank's structural sub-
divisions carrying out operations that carry risks (both at the stage of making a decision to carry
out operations (transactions) and at the stage of monitoring the levels of accepted risks by com-
paring the volume of approved risks with the established limits);

- monihly monitoring of compliance with the limits by the risk analysis department of the
Bank.

The results of limit control are included by the RMS in the Bank's ICAAP reporting.

Informing the management bodies of the Bank about compliance (non-compliance) with
the Banlk's risk limits is carried out in the form of formation and consideration of RMS reports on
compliance (non-compliance) with the Bank's risk lmits and is carried out in accordance with
the procedure established for each type of risk limit separately.

In case of revealing the fact of non-compliance (violation) of the Bank's risk limit in real
time, the head of the relevant structural unit of the Bank takes afl possible measures necessary to
eltminate non-compliance (violation) of the Bank's risk limit, If it is impossible to eliminate non-
compliance (violation) of the Bank's risk limit, the head of the relevant structural unit of the
Bank brings this fact to the attention of the Bank's RMS. The RMS of the Bank identifies the
reasons for violation of the Bank's risk limit and determines the degree of impact of the fact of
violatton. of the Bank's risk limit on the financial condition of the Bank and compliance with the
mandatory ratios established by the Bank of Russia. This information is brought to the attention
of the Bank's management in order to develop solutions to eliminate non-compliance (violation)
of the Bank's risk limit.

Stress testing

Stress testing is an assessment of the potential impact on the financial condition of the
Bank of a number of specified (scenario) changes in risk factors that corre‘spond to exeeptional
but probable events.

The Bank's ICAAP assumes a wide range of stress testing tasks:

— stress testing of certain types of risks (individual stress testing) within the framework of
management systems for the corresponding types of risks, which are subsysterms of ICAAP;

— comprehensive (aggregated) stress testing of several types of risks with an assessment
of the liquidity risk state (stress testing of liquidity risk) within the framework of the liquidity
management system, which is a subsystem of the ICAAP;

-~ comprehensive stress testing of several types of risks with an assessment of the Bank's
equity (capital) adequacy as one of the main elements for assessing capital adequacy;

- reverse stress testing of the Bank's  equity (capital) adequacy.

The main goals and objectives of stress testing include:
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- assessment of the size of each type of risk material for the Bank (the impact of fluctua-
- tions in all significant (significant) banking risks on the Bank's assets);

— assessment of risks obtained vsing internal models used by the Bank;

— assessment of the ability of the Bank's capital to compensate for possible large losses;

- assessment of the Bank's overall need for capital, as well as determination of a set of
actions to be taken by the Bank to reduce the level of risks and preserve capital;

— assessment of the stability of the portfolio of financial assets of the Bank, the Bank as a
financial institution and the financial system as a whole to significant changes of a macroeco-
nomic nature;

— optimization of the risk management system and the structure of
intra bank limits;

~ compliance of the rigk management system and the financial management system of the
Bank with the requirements and recommendations of the Bank of Russia,

As part of the ICAAP and BCBS recommendations, the Bank adheres to, but is not lm-
ited 1o, the following core stress testing principles:

— stress testing should be effective and be part of the corporate governance and risk man-
agement systern of the Bank;

~ the results of stress testing should be considered when making management decisions:

— stress testing procedures should be properly documented;

— stress testing scenarios must be agreed with the business units and accepted by the
Bank's management;

— scenarios for stress testing should reflect a set of factors that can lead to extreme losses
or profits on trading portfolios or extremely difficult to control the risks of these portfolios (such
factors include unlikely events in the context of all major types of risk, including the main ele-
ments of market, credit, operational risk and concentration risk);

— stress testing should be carried out both according to quantitative and qualitative scenar-
10s, taking into account both market risk and changes in liguidity during periods of market insta-
bility; quantitative scenarios should identify plausible crisis scenarios to which the Bank may be
exposed; The qualitative scenarios reflect the fact that the two main objectives of stress testing
are 1o assess the Bank's capital adequacy to cover potential significant losses and to identify
measures that can be taken o mitigate risk and preserve capital.

— when conducting stress testing, it is necessary to combine scenarios prescribed by the
supervisor with scenarios developed by the Bank itself in order to take into account the specific
features of the business and the risk profile;

— integral, aggregated and reverse stress testing should be carried out;

— stress testing should be applied in addition to other risk management tools;

- approaches to stress testing and stress scenarios should be reviewed regularly (at least
ofice a year).

The procedure and terms of siress testing are applied by the Bank to achieve the goals
and objectives of stress testing for the near future and are defined in the Bank's internal docu-
ments in the area of ICAAP,

ICAAP stress testing procedures,
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Complex stress testing scenarios are approved by the Board of Directors of the Bank at
least once a year. The main methods of complex (aggregated) stress testing in the Bank are sce-
nario analysis (based on historical and / or hypothetical events), as well as sensitivity analysis,
which allows covering all types of risks inherent in the Bank and the main risk factors to which
the Bank may be exposed. Scenario analysis allows assessing the potential consequences of the
simultaneous impact of a number of risk factors on the Bank's activities, incl. possible changes in
the structure of bauk portfolios (analysis of the sensitivity of the Bank's asset portfolio to chang-
es in risk factors is carried out and maximum losses or potential losses are calculated). The sce-
narios for stress testing of capital are considered by the Bank in relation to macroeconomic con-
ditions: they are either built on the basis of assumptions about certain conditions / changes in the
economy, or contain characteristics of the corresponding macro parameters.

When determining the severity of the Scenarios, the Bank proceeds from the fact that the
Scenarios should reflect significant shocks (cover the range of risk factors from mild to extreme),
and also include cases of high volatility of the financial market or a shock to market Lquidity.
The scenarios should be consistent with the propensity to accept risks (Risk appetite), correspond
to the risk profile and the range of services provided by the Bank. ‘

The Bank identifies the following levels of Scenario severity:

Suenario severity level Significsmc? lc;c;l Implermentation frequencyy it years)
M
Pegsimistic 80 Once every 5 vears
Critical 95 Ongce every 20 vears
Catastrophic 99 1 time in 100 years

— Seenario 1 “Client abandonment™ - realization of liquidity risk, concentration risk, in-
terest rate and non-financial risks (decrease in balances on current accounts of clients by 40%,
inerease in concentration risk per borrower by 3 times); :

— Scenario 2 “Non-repayment of loans™ - realization of credit risk, liquidity risk and non-
financial risks (deterioration of the quality of the loan portfolio - 20% of its value are bad loans);

=~ Scenario 3 “Decrease in income” - realization of credit risk, liquidity risk and non-
financial risks (decrease in the interest rate on outstanding loans by 20% while maintaining the
cost of borrowed funds);

— Scenario 4 “Changes in securities quotes” - realization of market, interest rate and li-
quidity risks (decrease in securities quotes by 10%);

— Scenario 5 “Growth of operational and legal risks” - realization of operational and legal
risks, as well as liquidity risk (presence of operational losses or direct losses in the amount of
10% of the Bank's own funds);

— Scenario 6 "Systemic banking crisis” - banking risks (write-off of funds from current
customer accounts in the amount of 50%, correspondent accounts of LORO - 70%,; decrease in
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urgent borrowed funds by 70%, non-repayment of loans in the amount of 20% of the Bank's loan
portfolio) ;

~ 3¢enario 7 "Financial crisis” - banking risks (a decrease in the value of securities by
30%, a decrease in the key rate by 20%, a decrease in urgent borrowed funds by 50%, non-
repayment of loans in the amount of 10% of the Bank's loan portfolio, the presence of operation-
al losses or direct losses in the amount of 5% of the Bank's own funds (capital).

According to the latest comprehensive stress testing of the Bank's financial indicators as
of 01.07.2021, the following conclusions were made:

~ the Bank's capital is sufficient to cover most of the potential significant losses;

— implementation of 3 Scenarios will result in a loss for the Bank, negative return on eqg-
uity (ROE) and return on assets (ROA).

- none of the Scenarios will lead to violations of the Bank's mandatory standards.

— the maximum damage to the Bank can be caused by the implementation of the Scenari-
0s "Non-repayment of loans", "Growth of operational (including Jegal) risks", "Systemic banking
crisis" and "Financial crisis",

— the Bank should pay special attention to the operational, legal, credit and interest rate
risks of the Bank.

Credit risk management

In the process of credit risk management, the Bank is guided by the internal documents on

credit risk management of the Bank.
The Bank does not apply an approach based on internal ratings in order to calculate the credit
tisk of the counterparty, weighted by the risk level, in accordance with the regulation of the Bank
of Russia dated 06.08,2015 Na 483-P "On the procedure for calculating the amount of credit risk
based on internal ratings".

There were no significant changes in the organizational structure of the Bank in terms of
credit risk management as compared to the previous banking reporting.

Credit risk is the risk arising from the likelihood of non-fulfillment of contractual obliga-
tions by a borrower or counterparty to a credit institution.

Lending operations, being one of the priority areas of the Bank's activities, are also one of
the most risky, therefore almost all of the Bank's loans are secured, which significantly reduces
the Bank's credit risk. In addition, all of the Bank's assets are unencumbered. When assessing
credit risk, the Bank applies a standardized approach.

Credit operations, being one of the priority areas of the Bank's activities, are also one of
the most risky, therefore, risk assessment on credit operations is the most important part of the
analysis of the Bank's financial stability. The Bank adheres to a conservative credit policy, trying
to fully cover its risks.

The Bank provides borrowers with loan products only after a detailed assessment of all
possible risks associated with the activities of these borrowers.

When assessing credit risk, the Bank uses the following components; the share of stand-
ard loans in the total loan portfolio of the Bank, the share of non-standard loans in the total loan
portfolio of the Bank, the share of doubtful loans in the total loan portlolic of the Bank, the share
of problem loans in the loan portfolio of the Bank , the share of bad loans in the Bank's loan port-
folio, the level of coverage by provisions for possible losses on the loan and equivalent indebt-
edness of non-standard loans of the Bank's loan portfolio, the level of coverage by provisions for
possible losses on the loan and equivalent indebtedness of doubtful loans of the Bank's loan port-
folio, the level of coverage by provisions for possible losses on the loan and equivalent debt of
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problem loans of the Bank's loan portfolio, the indicator of the concentration of outstanding
loans according to OKVED, the indicator of the concentration of outstanding loans according to
the OKATO, the ratio of the Bank's equity (capital) adequacy (N1.0), the ratio of the maximum
amount of risk per borrower or a group of related borrowers (N6), the ratio of the maximum size
of large credit risks N7), counterparty credit risk indicator, residual risk level indicator, credit
tigk stress testing indicator. These components of credit risk assessment allow making manage-
ment decisions in relation to banking products for clients.

For effective risk management, the Bank has an Executive, Finance and Credit Commit-
tees._The purpose of the Credit Committee is to develop and make decisions on all issues related
to lending to the Bank's clients. The Credit Committee approves the main terms of lending:

- loan amount;
- loan terms;
- interest rate;
- requirements for securing obligations to repay a loan;
- the procedure for granting a loan and other conditions,

The Bank's credit risk management process consists of the following stages:

- identification(revelation) of credit risk;

~analysis and assessment of credit risk;

~regulation of credit risk- measures to limit and reduce credit risk;

~monitoring the level of oredit risk accepted by the Bank;

~monitoring compliance with the Bank’s credit risk management procedures;
—stress testing and forecasting of credit risk indicators;

- self-assessment of the level of credit risk;

~prepatation and analysis of reports on the level of credit risk accepted by the Bank..

Credit risk is regulated by a system of settlement limits. The assessment of ihe financial
condition of the Bank's counterparties in order to establish limits is carried out on the basis of 4
methodology that is part of the Bank's policy. Based on the results of monitoring the creditwor-
thiness of counterparties, which is carried out on an ongoing basis by the responsible divisions of
the Bank, proposals are made to change the existing limits for consideration by the Finaneial or
Executive Commiftee of the Bank.

The current system is quite conservative and avoids losses in the interbank lending mar-
ket.

Loans by the Bank are issued in the presence of liquid and sufficient collateral, drawn up
in accordance with the procedure established by law. Real estate, equipment, vehicles, bank
guarantees and sureties, highly liquid securities, etc. can act as collateral for loans to legal enti-
ttes.

The Bank uses the following methods to reduce (minimize) credit risk:

-~ reserving funds to cover possible losses (aimed at protecting depositors, creditors and partici-
pants),

— diversification of loans (carried out by distributing loans to various categories of borrowers,
terms of provision, types of collateral, by industry);

= structuring loans (detailed development of a loan scheme in order to optimize its parameters
and mimimize financial, tax and legal risks for the parties).
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The current credit policy of the Bank eliminates the concentration of credit risk by estab-
lishing internal standards that are stricter than the cwrrent standards of the Bank of Russia.

The Bank has developed and operates policies and procedures aimed at preventing and
mimimizing damage from credit risk. In order to minimize credit risk, the Bank operates the fol-
lowing procedures:

mandatory regular assessment of the financial condition of borrowers,
determination of groups of related clients / horrowers of the Bank in order to assess and
reduce possible credit risks, comply with the limits in force in the Bank and fulfill the re-
quirements of the Bank of Russia in terms of calculating mandatory ratios,
assessing the liquidity and sufficiency of the offered collateral,
constant monitoring of the performance by borrowers of their obligations to the Bank and
the actual availability and condition of collateral,
agsessment of the quality category of issued loan products,
the procedure for creating reserves for possible losses on loans, reserves for possible
losses on other operations.
The level of reserves for loan and loan equivalent debt of the Bank according to the data of
Form 0409115 is Jow due to the good quality of the loan portfolio, as well as the availability of
collateral for the loans available on the Bank's balance sheet.
LLP as 0f 01.01.2022 for loans of the 2nd quality category amounted to 25,895 thousand rubles
or 46.32% of the LLP, for loans of the 3rd category of quality - 8,635 thousand rubles or 15.45%
of the LLP, for loans of the 4th category of quality - 21,360 thousand rubles or 38.21% of the
LLP, for loans of the 5th quality category - 15 thousand rubles or 0.03%. The level of reserves ag
0f 01.01.2022 amounted t0 3.23% of the Bank's loan debt.
During 2021, the Bank's residual credit risk was not significant, namely:

— collateral for loan debt is liquid, there were no preconditions for the loss of liquidity;

— there were no legal deficiencies in the execution of documentation on credit transactions
, all documents related to credit transactions are available, no defects in their form were identi-
fied, all credit transactions of the Bank are valid;

— the debtor did not provide false information about his financial position.

The Bank determines the procedure for assessing the reasonableness of the application of
full recognition of the value of collateral in order to reduce credit risk. The Bank's policy in the
field of collateral is set out in the relevant internal document of the Bank and is aimed, at:

— to achieve reliable collateral for transactions in which the Bank acts as a creditor;

— minimization of losses when foreclosurs on the subject of a pledge;

— the Bank's compliance with the requirements of the Central Bank of the Russian Fedet-
ation in terms of assessing the quality of loan collateral.

All of the Bank's loans are secured by liquidity. In working with collateral for loan obliga-
tions, the Bank uses a conservative, prudent approach, which is designed to minimize possible
residual risk.

Restructured loans in the Bank's loan portfolio as of January 1, 2022 amounted to 76,200
thousand rubles or 4% of the Bank's loan and loan equivalent debt (as of January 1, 2020, re-
structured loans amounted to 76,895 thousand rubles or 15.34%),

Concentration of credit risk is the provision of large loans to an individual borrower or a
group of related borrowers, as well as as a result of the Bank's debtors belonging either to certain
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sectors of the economy, or to geographic regions, or in the presence of a number of other Habili-
ties that make them vulnerable to the same economic factors.

Forming a Joan portfolio, the Bank adheres to a certain level of concentration of lending
operations, since it operates in a specific market segment and specializes in servicing a specific
clientele. Concentration risk is identified as an independent type of risk for management, it is
necessarily taken into account when making decisions on transactions with counterparties and
clients, The Bank's RMS conducts ongoing analysis of concentration risk, incl. within the
framework of the analysis of the Bank's credit and market risks.

The Bank pays close attention to controlling the level of concentration of large credit
tisks. In accordance with internal regulations, the Bank has implemented a procedure for daily
monitoring of major credit risks and forecasting compliance with the requirements established by
the Bank of Russia in accordance with N6 (maximum exposure per borrower or a group of relat-
ed borrowers) and N7 (maximum exposure to large credit risks). For this purpose, support and
monitoring of the List of large and related borrowers of the Bank is carried out.

Among the largest borrowers of the Bank are representatives of various sectors of the
economy, thus, the credit risk 13 sufficiently diversified.

The Bank pursues a balanced policy in the formation of reserves for possible losses on
loans, loan and equivalent debts. The Bank forms reserves for possible losses on loans, loan and
equivalent indebtedness, as well as for other operations in accordance with the Bank's internal
Regulations, developed in accordance with the requirements of the Central Bank of the Russian
Federation Regulations No 590-P, Ne 611-P. Control over the correct and timely formation of re-
serves is carried out by the Bank's Lending Department, followed by control by the Internal Au-
dit Service,

According to the analysis of eredit risk as of 01.01.2022, the following conclusions were
made:

— the standards established by Instruction Ne 199-I are fulfilled as of the analyzed date,
there were no violations on the intra-month dates,
The degree of negative impact of the concentration of credit risk on the Bank's ability to
service its liabilities with available cash is assessed as insignificant,
— the overall level of credit risk is assessed as medium, according to the approved internal
Methodology for the analysis of credit risk in the Bank.
~- there is no need to take urgent measures to reduce the level of the Bank's credit risk and
preserve capital.
As of 01.01.2022, the Bank's RMS underwent stress testing of credit risk, during which
two scenarios were considered:

— decrease in capital by 30% and growth of bad loans by 5 times;
-~ 2-fold growth of large credit risks net of RVP and a 50% decrease in capital.,
According to the results obtained, it was concluded that the financial stability of the
Bank to credit risks for 2021 slightly increaged - with the possible implementation of the consid-
ered stressful development scenarios, the generalized assessment of assets will remain at the ac-
ceptable level for the Bank.

7.1.Counterparty credit risk management.

The Bank does not disclose information on counterparty credit risk management due to
the absence of the latter, .
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7.2. Securitization risk management.

The Bank does not disclose information on securitization risk management due to the ab-
sence of the latter.

7.3. Market risk management.

Market risk (MR) is the risk that the Bank will incur financial losses / losses due to
changes in the current fair value of financial instruments, as well as foreign exchange rates and /
or precious retals, A distinctive feature of market risk from other banking risks is its depend-
ence on market conditions. Market risk includes equity, currency and interest rate risks.

The Bank's market risk management policy defines the main principles of matket risk
management, taking into account domestic and international banking practice, including:

~ goals and objectives of market risk manapement;

~ the procedure for identifying, assessing, determining the acceptable level of market risk
and monitoring the level of market risk;

— taking measures to maintain an acceptable level of market risk, including control and
{or) minimization of risk;

- the procedure for information support on market rigk issues (the procedure for exchang-
ing information between divisions and employees, the procedute and frequency of submission of
reporting and other information on market risk management);

~ the procedure for managing market risk when changing the structure of financial in-
struments, their quantitative and cost indicators, developing and introducing new technologies
and conditions for carrying out banking operations and other transactions, other financial innova-
tions and technologies, when entering new markets;

— distribution of powers and responsibilities between the Board of Directors of the Bank,
executive bodies, divisions and employees in terms of implementation of the basic principles of
market nsk management;

— the procedure for monitoring the effectiveness of market risk management

The Bank carries out current monitoring of the level of market rigks, operational control of
the formation and changes in the structure of portfolios of financial instruments inherent in mar-
ket risk, daily current operational control of the open foreign exchange position, control of com-
pliance with transaction procedures, ete.

The Bank organizes a market risk management system for the following purposes:

- avoidance of possible losses due to fluctuations in prices for financial instroments;

- compliance with the requirements of the Bank of Russia to ensure the financial stability
of the Bank;

— ensuring compliance with the legitimate interests of the Bank and its clients when work-
ing with market instruments.

The main objectives of creating a market risk management system are;

— organizing control over the diversification of the portfolio of financial instruments in-
herent in market risk;

— maintaining the Bank's open positions at a level that does not threaten its financial posi-
tion.
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Market risk management in the Bank is based on the principles of differentiation of mar-
ket risk sources, responsibility for assumed risk, limitation of potential losses and centralization
of market risk management,

- Inaccordance with the principle of differentiation of risks, each of the centers of Tespon-
sibility bears market risk specific only to a particular type of business. The establishment of this
principle ensures the efficient allocation of limits, as well as the operational control of their use.
The Financial Committee determines the list of the Bank's divisions, which are allowed to per-
form operations in the external market and open positions. In accordance with the principle of
limiting losses, the total volume of the limits established by the Bank should not exceed the nor-
mative ratios established by the Bank of Russia.

In accordance with the principle of responsibility for risk, divisions empowered to con-

duct transactions related to market risk are responsible for the effective use of these powers,

In accordance with the principle of centralization of market risk management, all infor-

mation on transactions affecting the Bank's open positions (including open exchange posi-
tions), as these transactions are performed, is available online in the Diasoft ARS for the pur-
pose of intraday regulation of positions and forecasting positions at the end of the day.

The Bank defines the following main types of transactions (but is not limited to them),

which are inherent in market risk:

— active and passive fixed income transactions that do not coincide in terms of maturity;

— transactions with paid labilities placed in assets that do not have a fixed income:

— operations with shares; debt obligations of the Russian Federation, constituent entities
of the Russian Federation and local authorities, enterprises and organizations, bought
or sold in order to obtain speculative income;

— transactions with derivative financial instruments bought or sold for the purpose of ob-
taining speculative income;

- transactions with property with market value, pledged;

operations with precious metals bought and sold for the purpose of obtaining speculative income;

=~ operations with foreign currency bought and sold for the purpose of obtaining speculative
income (forex);

~ operations with foreign currency in cash purchased and sold to individuals through ex-
change offices in order to obtain speculative income;

— operations with {oreign currency purchased and sold for the purpose of carrying out oper-
ations for granting a loan, purchasing a secutity or other instrument;

— Transactions with issued guarantees in foreign currency, or accepted guarantees in a cur-
rency that does not correspond to the currency of the transaction.

Market risk management methods depend on the natare of emerging risks and are divided
into:

scommon, that is applied to all types of risks included in the conecept of market (currency,
interest, stock, commodity): methods of managing interest rate risk
- in the Policy for managing interest rate risk in the Bank, methods for managing stock and
commodity risk
- in the Policy for managing stock and commodity risk in the Bank, methods of foreign ex-
change risk management
- in the Foreign Exchange Risk Management Policy of the Bank.

Common market risk management techniques include:
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— collection and analvsis of information about markets and counterparties

- galeulation and assessment of the general level of market risk;

- forecasting;

— limits;

— stress testing;

- self-esteem;

— monitoring of price fluctuations for financial instruments inherent in market risk;
- hedging;

— system for creating reserves for possible losses.

» special, that is applicable only to a specific type of risk or financial instrument.

Special management methods are considered in the context of specific types of risks.

The Bank identifies and assesses market risks vsing both quantitative and qualitative parame-
ters, taking into account the actual and planned indicators, as well as the results of stress testing,
while momitoring all operations, the result of which cannot be accurately planned, since it de-
pends on the development of the market situation .

In order to identify market risk, the Bank collects and analyzes information on markets and
counterparties in two directions. Analysis of information on counterparties includes the system-
afic collection and analysis of information on all counterparties with whom the Bank enters into
coniractual relations and (or) carries out transactions. To this end, in all cases, the Bank uses the
“Know your customer” principle in its work, monitors changes in financial position, business
reputation, ete. The Bank also uses the “Know vour employee™ principle in the course of its ac-
tivities. The collection and analysis of the above information i3 carried out in the divisions in-
tending to conclude an agreement / transaction. The internal documents of the Banlk establish the
minimum requirements for the package of documents required for counterparties planning to en-
ter into contractual relations with the Bank.

The heads of the relevant departments are responsible for ensuring that these requirements
are met.

Verification of the packages of documents for their compliance with the current legislation
and the establishment of the powers of persong entering into contracts or carrying out transac-
tions is carried out by the Legal Department of the Bank.

The collection and analysis of information about the markets is carried out by the Bank's
RMS (general and / or thematic reviews) and represents analytical reviews and / or reports on the
market segments of interest (for example, an overview of the foreign exchange market for a cer-
tain period), on an interesting thematic issue related to the Bank's risks ( for example, an assess-
ment of risks in the government bond market and the attractiveness of this type of investment for
the Bank).

Hedging is an economic transaction involving the use of a financial instrument (usually a
derivative) aimed at mitigating (partially or fully) the risks of a hedged position. Hedging in-
volves the use of derivative financial instruments: futures, swaps, forwards, options, etc.

The Bank may use hedging transactions such as futures, forwards, swaps and other transac-
tions that represent the opening of an opposite position in order to compensate for market rigks.

When analyzing the feasibility of hedging transaction (s) from the point of view of making
informed decisions on the hedging strategy m each specific case, the RMS evaluates the current
level of market risks, sources and amounts of reserves to cover market risks, as well as the as-
surned level of market risks of the Bank if applied hedging. In the event that hedging can signifi-
cantly (from the point of view of the Bank's reliability) reduce market risk at reasonable costs,
then hedging 1s advisable. If the expected decrease in market risk i¢ insignificant for the financial
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stability of the Bank, or the costs of hedging are comparable to the savings in reserve funds, then
this hedging method is unsuitable and, if possible, other hedging strategies should be sought.

Hedging strategies that the Bank can use to mitigate market risks are determined by a num-
ber of factors: type of hedged risk, type of portfolio (financial instrument) being hedged, hedging
objectives, market conditions, including the derivatives market, compliance with the Bank's Risk
Appetite etc.

The purpose of hedge accounting is to reflect in the Bank's financial staterpents the results
of risk management activities involving the use of financial instruments to manage positions for
certain risks that could affect profit or loss (or other comprehensive income, if these are invest-
ments 1 equity instruments for which The Bank chose to present changes in fair value in other
comprehensive income in accordance with the requirements of IFRS9).

In general, hedging can be considered effective if the following conditions are met at one
time:

& throughout the hedging process, the Bank can expect that the change in the
hedged item will be fully offset by changes in the fair value or cash flows of the
hedging instrument;

o the actual results achieved are in the range of 80% to 125%.

The effectiveness of hedges is assessed at the time of preparation of the Bank's annual or
interim financial statements.

In order to minimize market risk, the Bank implements the following basic procedures and
methods:

~ operations with securities inherent in the market risk are subject to the mandatory limit-
ing procedure; open foreign exchange positions of the Bank are formed within the limits estab-
lished by the Bank of Russia; The Bank is also entitled to establish other limits on market risk
indicators if the Executive Committee of the Bank makes a decision on the need (o establish
these limits;

— the Bank creates a reserve for possible losses, which allows to cover a sudden risk at the
expense of the Bank's own funds;

- all restrictions at the level of the Bank's divisions are determined in such a way as to
take into account the need to comply with all prudential norms, methodologies and requirements
of the Bank of Russia and current legislation, business traditions in relation to standard opera-
tions and transactions for financial markets; '

— each structural unit has clearly defined limits of authority and reporting.

The Bank applies a standardized approach to market risk management.

Control over the volume of market risk accepted by the Bank is carried out both in the process
of carrying out operations (transactions) (at the stage of making a decision to carry out opera-
tions / transactions) and at the stage of monitoring the levels of accepted risks by comparing the
volume of approved risks with the established limits. The results of limit comtro] are included by
the RMS in the Bank's ICAAP reporting,

In order to monitor and maintain market risk at an acceptable level for the Bank, a combina-
tion of market risk management methods is used, such as:

—  system of authority and decision making;
- information system;
« financial instraments monitoring system.

There are no significant changes in the organizational structure of the Bank in terms of market
risk management as compared to the previous accounting (financial) statements.
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Cumulative amount of market risk under the standardized approach?

Number - Article title Risk-weighted value
1 2 3

Finaneial instruments(except options)
1 Interest rate risk 715254
3 Slock nsk o
3 Currency risk 0
4 Commodity risk 0

Options:
5 Simplitied approach 0
6 Delta plus method 0
- meenario approach 0
2 securitization 0
9 Total: §9 407 23

In accordance with the applicable JFRS 9, the Bank uses three main measurement categories
of financial assets: measured at amortized cost, measured at fair value through other comprehen-
sive income (FVOCI) and measured at fair value through profit or loss (FVTPL).

As of 01.01.2021, the overall level of market risk is recognized as medium. Taking into ac-
count the data of the RMS analyzes (interest rate and market risks) and the fact that the Bank's
securities portfolio consists of liquid debt bonds of the Ministry of Finance of the Russian Feder-
ation, the risk of losses that could disrupt the financial stability of the Bank is minimal, There
was no need to take urgent measures to reduce the level of the Bank's market risk and preserve
capital.

As of 01.01.2021, the Bank conducted siress testing of the market risk level, in which three
scenarios were considered: a decrease in the key rate by 20%, a decrease in the Bank's equity
(capital) by 20% and an increase in the inflation rate by 2 times. The level of market risk based
on. the results of the above stress test was recognized as acceptable, since a possible change in
market risk will not have a eritical impact on the professional financial activities of the Bank and
the overall level of market risk during 2021 will be at a level not higher than average.

7.7, Interest rate risk management.

There were no significant changes in the organizational structure of the Bank in terms of in-
terest rate risk management in comparison with the previous accounting (financial) reporting,

Interest rate risk is the risk of financial losses (losses) due to unfavorable changes in interest
rates on assets, liabilities and off-balance sheet instruments of the Bank, which affects the in-
come received by the Bank, as well as the value of its liabilities.

The purpose of the Bank's interest rate risk management is to minimize the Bank's financial
losses due to possible unfavorable changes in interest rates on assets, liabilities and off-balance
sheet instruments of the Bank, as well as the risk of revaluation of debt securities in the Bank's
portfolio,

1 According to Bank of Russia Regulation No. 511-P dated December 3, 2015 "On the Proce-
dure for Calculating Market Risk by Credit Institutions”
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To achieve this goal, the Bank strives to solve the following main tasks:

— assessment of the state of the rates market and timely and reasonable forecasting of
changes in market interest rates;

— regular assessment of the risk of unfavorable changes in the price of the Bank’'s assels
under the influence of factors related to the issuers of securities in the current debt portfolio of
the Bank.

The division of the Bank's portfolios into trading and banking is carried out by the Bank in
order to determine the approaches by which certain instruments will be managed, the risks asso-
ciated with open positions are measured, the limits are set and the capital adequacy to cover
these risks is agsessed.

The Banlk uses the approach to assessing capital adequacy set forth in Regulation Ne 511-P.

In the course of its professional activities, the Bank manages interest rate risk based on: -

~ management of the interest rate cycle;

— management in the event of a crisis situation;
- management in case of emergency;

— application of other measures.

The Board of Directors is responsible for organizing the interest rate risk management sys-
tem in the Bank, which also approves the interest rate risk management policy and organizational
structure of the Bank, assesses the activities of the Bank's executive body to implement the ap-
proved policy in the area of interest rate risk management and control the level of interest rate
Tisk, ete.

The Executive Committee of the Bank is responsible for implementing the interest rate risk
management policy in the Bank, organizing and ensuring the effectiveness of the interest rate
risk management system, including organizing systems for monitoring and measuring interest
rate risk, organizing the submission of complete and reliable reporting on the management of
interest rate risk, discussing with the Board of Directors of the Bank issues of functioning inter-
est rate risk management systerns, organization of measures to improve the qualifications of the
Bank's employees performing the fumctions of interest rate risk management and other issues re-
flected in the relevant internal documents of the Bank.

The Bank's Financial Committee sets interest rates for attracting and allocating resources,
manages the structure of the balance sheet in terms of setting lmits on banking products, equity
and time limits, liquidity, stop-loss (take-profit), sets risk limnits for financial institutions - coun-
terparties of the Bank, and also considers other issues of the Bank's financial activities.

The Bank's RMS 15 responsible for the implementation of the rules and procedures for inter-
est rate risk management, analysis, assessment and monitoring of interest rate risk, control over
compliance with the established interest rate risk lmits, stress testing, forecast and self-
assessment of interest rate risk, preparation of reports on interest rate risk, participates in the dis-
cussion of management quality issues interest rate risk with the Board of Directors and the Exec-
utive Committee of the Bank.

The daily caleulation of interest rate risk, which is included in the calculation of mandatory
ratios established by the Bank of Russia, as well as daily monitoring of the Bank's interest rate
risk, in accordance with the approved Methodology for the analysis of interest rate risk in the
Bank, is carried out by the Bank's Accounting and Reporting Department.

The table below shows an anatysis of the Bank's interest income and expense.
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1. Interest income from the placermnent of funds Tn credit institutions 61 601,25 161 635,27

2. Interest income from loans to customers other than credit institu-

. 63 531,59 60 967,31
tions
3. Interast income from investments in securities 129 817,70 45 089,57
4. Interest expenses on borrowed funds from credit institutions 8 328,54 3 204,81
3, Interest expenses on attracted funds from clients other than credit

e P 24 503,01 | 62 371,96
institutions ‘

6. Interest expenses on debt securities issued 0,00 0,00

According to the calculated data, the financial result of the Bank's interest income for the
last 12 months of 2021 is less by 20,203.61 thousand rubles compared to the same result as of
January 1, 2021. The Bank's securities port{olio, which is exposed to interest rate risk, consists of
¢coupon bonds of the Bank of Russia - 799,057.00 thousand rubles.

Interest rate risk 1s the risk of incurring financial losses (losses) due to unfavorable changes
in interest rates. Interest rate risk may be caused by the mismatch of the terms of demand (re-
payment) of claims and liabilities, as well as the wnequal degree of change in interest rates on
claims and liabilities. As a method for assessing interest rate risk, the Bank uses Gap analysis
according to the data of Form 0409127,

The interest rate risk is monitored on a daily basis by the Bank's Accounting Department and
RMS in terms of its impact on the fulfiliment of the requirements of the Central Bank of the
Russian Federation in terms of compliance with the Standards for the adequacy of own funds
(capital) of the Bank. In case of revealing negative trends in the growth of the interest rate risk of
the Bank, which may lead to a violation of the requirements of the Central Bank of the Russian
Federation in terms of compliance with the above standards, the Accounts Department of the
Bank brings this information to the attention of the RMS and the President of the Bank, and / or
the Financial Committee of the Bank in order to take the necessary measures to minimize the
amount interest rate risk specified in the Interest Risk Management Policy of the Bank. Infor-
mation on monitoring results is provided to the President, the Financial Committee and the
Board of Directors of the Bank as part of the RMS reporting.

The volume of interest rate risk (taking into account the coefficient of 12.5) as of 01/01/2022
amounted to 89,407.25 thousand rubles (limit = 7,565,588.31 thousand rubles), the level of use
of the interest rate risk limit = 1.18%. As a result of interest rate risk monitoring in December
2021, it should be noted that no negative growth trends in the Bank’s interest rate risk were iden-
tified, which could lead to a violation of the requirements of the Central Bank of the Russian
Federation, incl. in terms of compliance with N1.0 (the Bank's own funds (capital) adequacy ra-
tio). All established limits on interest rate risk were not exceeded, the signal values were not
reached.

Yaterest rate risk stress testing.
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Stress testing of interest rate risk is carried out by the Bank in terms of the level of interest
rates by 200, 400 and 1500 b.p.(basis points) in the process of caleulating and reporting in the
form 0409127,

The table below shows the volume, structure and sensitivity of the value of financial instru-
ments to changes in wterest rates as of 01,01.2021

Term
ng Finanecial instruments y
i Up to 1 month From Ete3 | From 3 to 6 | From 6 to 12 [From 1 to 3[More than 3
months months manths yedrs years
ASSETY

1 gllsrtxiﬁrzt?;lnzorrespondent aecounts with cradit 0,00 0,00 0,0 0,00 0.00 0,00
2 Loan debt 3026 745,00 1 547,00 13 564,00 33801000 40333000 7427300
3 [Investments in securities 0,00 0,00 0,00 0,00 0,001 0,00
4 iOther assets 0,00 0,00 0,00 0,00 0,00 0,00
5 [Fixed assets and intazgible assets 0,00 0,004 0,00 0,00 0,001 Q.00
6 Off- balance sheet requirements 0,0 0,00 0.00 0,00 0,00 0,00
7 [porat balance shet assets and off- balunce 302674500 154700 1356400  33801,00 4033300 74 273,00

3 Total bafam:e sheet assets and.aff- balance 3026 745,00 L 547,00 13 564,00 33 401,00 x x

Isheet claims on an geerual basis
LIABILITIES

9 [Funds of credit institetions 0,00 0,00 0,00 0,00 0,00 0,00
10 [Funds of qustomers other than eredit instittions 888 434,00 97 053,00 39 160,00 25 852,000 279 742,00 0,00
11 |Debt issued 0,00 0,60 0,00 0,00 0,00 0,00
12 {Other liabilities 663,0 2 606, . 3 909,00 F028,000 31585000 2832800
13 [Sources of own fundg 0,00, 0,00 0,00 0,00 0,00 0,00
14 |Off balance sheet liabililies 0,0 0,04 0,00 0,00 0,00 0,00
1 Lot anes shostliabilities and off-balunce | oo 10200 90639,00 4306000 3085000 311 327,00 28 328,00

16 Lol l:ﬁ’:ﬁ:jﬁs:fi‘ﬂ“:?:i:‘:fh“a‘:?s°ff‘ PRI\ 910200 9965000 4300900 208000 X X
Gap )
17 Gap 2137 643,00, (95 112,00) (29 305,00) 2 921.,00' (270 994,043 45 945,00

18 |Gap on an acerual basis T137643.000 (9811200 (29 505,00 2921000 X X

19 (Gap ratio( cumulative rolative gap) 3,40 0,02 6,31 1,09 X X

20 {Gap ratiof cumulative relative gap) 340 0,02 0,5} 1,09 X X
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STRESS TESTING

21 [Time factor 0,9383 08333 06230 0,25004
22 [Change in jnterest income by 200 basis 40 970,07 (1 635,13 (368,81) 14,61

points(in thousand ruables)

Interest rate change

23 Change in interest ncome by 400 basis &1 944,13 (3 270,27y {737,63) 29,21 . &

points(in thousand rubles) scenarios
4 (Change in intevest ingome by 1300 basis 30727549 (12 263,51) (2 766,09 109,54

points(in thousand rubles)

The absolute gap and the gap on an accrual basis were:

— in the time interval “up to 1 month™ +2 137 643.00 thousand rubles,

— 1inthe time interval "from 1 to 3 months" -98 112.00 thousand rubles ,

— in the time interval "from 3 to 6 months" 29 505.00 thousand rubles ,

— in the time interval "from 6 to 12 months” 2 921.00 thousand rubles ,

-~ inthe time interval "from 1 1o 3 vears" -270 994.00 thousand rubles,

— in the time interval "more than 3 vears" 45 945.00 thousand rubles.

The absclute gap for all periods, except for the periods "from 3 to 6 months" and "from 6 to
12 months", is negative,

The gap ratio (cumulative relative gap) and the gap on an accrual basis were:

- in the time interval "up to 1 month” - 3.40;

-~ in the time interval "from 1 to 3 months" - 0.02;
- in the time interval "from 3 to 6 months" — 0.31;
~  in the time interval "from 6 to 12 months” — 1.09.

The results of the stress testing of the Bank's interest rate risk as of 01.01.2022 are presented
earlier in the table of the Gap analysis of interest rate risk. During stress testing, the following
results were obtained;

—  if the interest rate increases by 200 basis points, the Bank's net interest income for the year
will increase by 38 980.74 thousand rubles,
- if the interest rate increases by 400 basis points, the Bank's net interest income for the year

will increase by 77 961.44 thousand rubles ,

— if the interest rate increases by 1500 basis points, the Bank's net interest income for the year
will increase by 292 355.43 thousand rubles,

btress - testing of interest rate risk and analysis of its impact on the financial result, the
amount of equity (capital) and the value of the capital adequacy ratio in aggregate for all curren-
cies, the Bank camries out on a quarterly basis according to the following scenarios:
~ baseline scenario - decrease / increase in interest rates by 2%
— moderate scenario - decrease / increase in interest rates by 4%
— stress scenario - decrease / increase in intetest rates by 15%.
As 0f 01.01.2021, the Bank made a profit taking into account other comprehensive income (form
0409102) in the amount of 62 587.00 thousand rubles.
According 1o stress test scenarios:
— in the event of a 2% increase in the interest rates, the profit will increase by 38 979.18
thousand rubles and will amount to 101 566.18 thousand rubles (in rubles, the increase
will amount to 40 762.91 thousand rubles, in US dollars, the decrease will be 1 783.73
thousand rubles);
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- in the event of a 2% decrease in interest rates, the profit will decrease by 38,979,18 thou-
sand rubles, while the Bank will receive a profit in the amount of 23,607.82 thousand ru-
bles (in rubles, the decrease will be 40,762.91 thousand rubles, in US dollars, the increase
will be 1,783.73 thousand rubles) ;

~ in the event of a 4% increase in the interest rates, the profit will increase 77 958.37 thou-
sand rubles and will amount to 140 545.37 thousand rubles (in rubles, the increase will
amount to 81 532.08 thousand rubles, in US dollars, the decrease will be 3 567.46 thou-
sand rubles); '

— inthe event of a 4% decrease in interest rates, the profit will decrease by 77,958.37 thou-
sand rubles and the Bank will receive a loss in the amount of 15,371.37 thousand rubles
(in rubles, the decrease will be 81,532.08 thousand rubles, in US dollars, the increase will
be 3,567.46 thousand rubles);

— in the event of a 15% increase in the interest rates, the profit will increase 292 356.39
thousand rubles and will amount to 354 943.39 thousand rubles (in rubles, the increase
will amount to 292 356.39 thousand rubles, in US dollars, the decrease will be 13 387.36
thousand rubles);

-~ inthe event of a [5% decrease in interest rates, the profit will decrease by 292,356.39
thousand rubles and the Bank will receive a loss in the amount of 229,769.39 thousand
rubles (in rubles, the decrease will be 305,743.75 thousand rubles, in US dollars, the in-
crease will be 13,387.36 thousand rubles).

As of January 1, 2022, the amount of the Bank's own funds (capital) (in accordance with form
0409806) amounted to 2,329,467.00 thousand rubles, the Bank's own funds {capital) adequacy
tatio N1.0 (in accordance with form 0409813) amounted to 86.056%. According to stress testing
seenarios:

in the event of an increase in interest rates by 2%, the amount of capital will increase by
37,194.13 thousand rubles and amount to 2,366,661.13 thousand rubles. (in rubles, the in-
crease will be 39,064.36 thousand rubles; in US dollars, the decrease will be 1,870.23 thou-
sand rubles); N1.0 will increase by 4.20% and amount to 90.256%;

in the event of a 2% decrease in interest rates, the amount of capital will decrease by
38,979.18 thousand rubles and amount to 2,292,202.86 thousand rubles (in rubles, the de-
crease will be 40,762.91 thousand rubles, in US dollars, the increase will be 1,783.73 thou-
sand rubles); N1.0 will increase by 1.48% and will be 87.536%:

in the event of an increase in interest rates by 4%, the amount of capital will increase by
77,958.37 thousand rubles and amount to 2,403,785.28 thousand rubles {in rubles, the in-
crease will be 81,532.08 thousand rubles; in US dollars, the decrease will be 3,567.46 thou-
sand rubles) ; N1.0 will increase by 5.55% and amount to 91 609%:

in the event of a 4% decrease in interest rates, the amount of capital will decrease by
77,958.37 thousand rubles and amount to 2,254,868.72 thousand rubles {(in rubles, the de-
crease will be 81,532.08 thousand rubles, in US dollars, the increase will be 3.,567.46 thou-
sand rubles); N1.0 will increase by 0.11% and will be 86.169%;

in the event of an increase in interest rates by 15%, the amount of capital will increase by
277,262.26 thousand rubles and amount to 2,606,729.26 thousand rables {(in rubles, the in-
crease will be 291,370.37 thousand rubles; in US dollars, the decrease will be 14,108.11
thousand rubles) :N1.0 will increase by 12.960% and will be 98.972%;

in the event of a 15% reduction in interest rates, the amouat of capital will decrease by
281,199.84 thousand rubles and amount to 2,048,267.16 thousand rubles. (in rubles, the de-
crease will be 295,141,535 thousand rubles; in US dollars, the increase will be 13,941.71
thousand rubles); N1.0 will decrease by 7.49% and amount to 78.569%.
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Stress test values of the equity capital adequacy ratio meet the requirements of internal docu-
ments. No significant exposure of the Bank to the interest tate risk was revealed (the forecast
value of the loss was obtained with a decrease in interest rates by 15%, which is a crisis scenario
of the development of events with a low probability of realization),

When determining the level of interest rate risk, the Bank uses the following internal indica-
tors: the sum of the maximum possible interest rate risk taking into account the correlation of
risks, the ratio of the calculated interest rate risk, the indicator of the concentration of the interest
rate risk, the ratio of the interest rate risk, the indicator of the gap with a cumulative total, the
ratio of the relative gap, the indicator of the interest rate risk, the indicators of the deviation of
the value of interest rate risk for financial instruments, the indicator of the ratio of the value of
the interest rate risk on financial instruments to the planned capital.

As of 01.01.2022, the overall level of interest rate risk is recognized as medium. Debt obliga-
tions of the Ministry of Finance of the Russian Federation, which constitute the Bank's securities
portfolio and create a high concentration of the Bank's interest rate risk, have a sufficiently high
liquidity, therefore, do not pose any threat to the financial stability of the Bank.

7.8.0perational risk management.

Operational risk is the risk of direct and indirect losses as a result of imperfection or errone-
ous internal processes of the credit institution, actions of personnel and other persons, failures
and shortcomings of information, technological and other systems, as well as a result of external
avents.

Internal and external factors of operational risk can be:

— accidental or deliberate actions of individuals and / or legal entities directed against the inter-
ests of the Bank:

— contradictions in the distribution of powers of divisions and employees of the Bank, proce-
dures for conducting banking operations and other transactions, their documentation and record-
ing, non-compliance by employees with established procedures and procedures, ineffectiveness
of internal control;

— failures in the functioning of systems and equipment:

~ unfavorable external circumstances bevond the control of the Bank.

Various operational risk factors may result in losses due to:
abuse or illegal actions of the Bank's employees (theft, abuse of office, deliberate concealment of
the facts of banking operations and other transactions, unauthorized use of information systems
and resources); .

— illegal actions of third-party (third) parties (forgery and / or forgery of payment and
other documents, unauthorized entry into information systems);

— violation of labor legislation by the Bank or its employees (violation of the terms of an
employment contract, harm to the health of employees);

— violations of other legislation (including banking legistation on combating the legaliza-
tion (laundering) of proceeds from ctime and the finaneing of terrotism);

~ non-fulfillment or improper fulfillment of obligations arising from contracts related to
the main activity to customers, counterparties and / or other third parties;

- violations of business customs (improper use of confidential information, imposition
of services, price collusion);

— damage or loss of fixed assets and other tangible assets (as a result of acts of terrorism,
natural disasters, fire);
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— failure of equipment and systems (failure of ABS "Diasoft SNT", SWIFT terminal, oth-
er communication facilities, equipment breakdown);

— improper organization of activities, management and execution errors (imperfection of
the security system and / or procedure for access to information, incorrect organization of intra
bank information flows, failure to fulfill their obligations by service providers (performers of
work) to the Bank, errors in entering and processing data on operations and transactions, loss of
documents, ete.). :

Operating losses can manifest themselves tn the form of:

- reducing the value of assets;
— early write-off (disposal) of tangible aysets;
— cash payments based on decisions (decisions) of courts, decisions of bodies authorized in ac-
cordance with the legislation of the Russian Federation;
~ cash payments to customers and counterparties, as well as to employees of the Bank in order to
compensate them out of court for losses incurred by them through the fault of the Bank;
~ costs for restoration of economic activity and elimination of the consequences of errors, acci-
dents, natural disasters and other sirnilar circumstances;
— other losses.

The operational risk management system consists of the following stages:

— identification of operational risk;

— assessment and analysis of the level of operational risk;

— monitoring of operational risk;

— control over the efficiency of operational risk management;

- a system of measures to minimize the level of operational risk.

Identification of factors of the presence of operational risk involves the analysis of all condi-
tions of the Bank's functioning for the presence or the possibility of occurrence of factors
(sources) of operational risk, which can be carried out at several levels:

— analysis of changes in the financial sector as a whole (for example, the introduction of
new technologies or financial innovations), which may have an impact on the Bank's perfor-
mance;

— analysis of the operational risk exposure of the areas of activity, taking into account the
priorities of the Bank;

~ analysis of individual banking operations and other transactions;

— analysis of internal procedures, including the reporting and information exchange sys-
fem.

All innovations made by the Bank - changes in the structure or procedures, the introduction
of new services and technologies (including with the use of cutsourcing - involving a specialized
third-party organization (service provider) to perform certain types of work), the development of
new areas of activity - at the development stage are thoroughly analysis to identify operational
risk factors.

Heads of divisions (responsible persons) are responsible for identifying and assessing op-
crational risk in accordance with the requirements of the Bank of Russia and the Bank's internal
documents in the area of operational risk management. In order to educate employees about op-
erational risks that may arise in connection with the performance of their official duties, the
RMS advises (instructs) ruanagers and employees of the Bank (responsible persons) on opera-
tional risk management at least once a year. Information on the briefing on identifying the Bank's
operational risks is drawn up in writing and stored in the Bank's RMS for at least 5 years,

At the stage of identifying the factors of the presence of operational risk, special attention is
paid to cases of overlapping powers and responsibilities of divisions and employees of the Bank.
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The identification of operational risk factors is carried out by all divisions of the Bank, since op-
erational risk can manifest itself in any area of work. In structural divisions, the heads of divi-
sions are responsible for identifying operational risk and initial assessment.

All identified risk factors are classified depending on the degree of significance on a five-
point scale:

Severity Points awarded
Ingignificant 1
Medium materiality )
Substantial 3
Serious 4
Critical 5

In accordance with the above scale, the responsible persons (heads of departments) fill out an
assessment table for identifying operational risk factors (if any) and their positive impact on
them. At the same time, the factors of positive influence are also classified on a five-point scale:

The degree of positive influence Points awarded
| Insubstantial 1
Medium materiality 2
Substantial 3
Significant 4
Crucial 5

The identified risk factors according to the degree of urgency and significance are subdivided
into: vrgent, medium urgency, non-urgent. The responsible person informs his manager, the ABS
and / or RMS system administrator about urgent cases, depending on the nature of the operation-
al failure, before including them in the asscssment table. In the event of unforeseen eImergency
events, all employees of the Bank are guided by the Action Plan aimed at ensuring the continuity
of operations and (or) restoration of the Bank's operations in the event of unforeseen circums-
stances (hereinafter - the C&RA Plan). The responsible person informs the RMS about other
cases by providing him with the scorecard in electronic form.

When compiling assessment tables, heads of structural divisions use a system of indicators for
monitoring operational risk_in their work, which can be expressed not only in identifying rigk
factors, but also have quantitative and (or) financial values (including actual and (or) potential
operational loss, missed benefit or decrease in the level of the Bank's business teputation).

Internal indicators of an increase in the level of operational risk include;

— a significant increase in the number and severity of operational errors of employees due
o various reagons;

— increasing the frequency of computer failures, equipment malfunctions;

— regular late submission of internal and external reporting;

— customer complaints about poor service; data on failed banking transactions:

— long-term non-filling of vacancies in intense work aveas;

— staff turnover in tense areas of work;

~ systematic non-compliance by employees with the requirements of internal regulatory
documents, requirements for information security, corporate ethics rules, etc.;
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~ violation of labor discipline;

= systematic violation of safety measures at workplaces, other cases that may lead to
technical problems and (or) accidents:

— others.

External indicators are described below.

Based on the results of compiling the assessment tables of the Bank's RMS, the estimated score
for identifying the factors of operational risks for this structural unit is displayed, At the same
time, this score cannot serve as an assessment of the effectiveness of the unit itself, since the rea-
sons for operational faitures may lie outside its boundaries.

I order to ensure the conditions for the effective identification of operational risk, as well as
its assessment, the Bank has created and maintains an internal analytical database on incurred
operational losses (operational events) of the Bank (hereinafter - the internal database) and an
external database of the implementation of operational risks in other credit institutions (collec-
tion of data on operational incidents is carried out weekly using the media - newspapers, maga-
zines, the Internet, television, etc.). The Center of Competence (DB Administrator), where in-
formation about operational events is collected, is the Bank's RMS. To ensure the unification of
approaches and comparability of data, the classification of business processes by business lines,
a catalog of loss types, a classification of the Bank's activities and types of operational events are
used.

The authorized persons responsible for collecting data on operational incidents are the
heads of the Bank's divisions. The internal database records data on operational events that have
occurred, including data on losses incurred by the Bank caused by the described events, indicat-
ing the processes / operations in which an operational failure / event took place, a description of
the event, a description of the causes of the event, a description of the type of losses, etc.

The Bark uses three stages of data entry into the operational events database:

- stage of preliminary description of the event;

— stage of assessing the consequences of the event;

~ the stage of evaluating data entry procedures and results.

The Bank carries out an assessment of the level of operational risk in two stages:

— formation of a report of the structural unit on the identification of operational risk;

~ formation of a consolidated report on the level of weighted operational risk by the Risk
Management Service based on the reports of structural divisions on the identification of opera-
tional risk.

For the purposes of calculating the capital requirement to cover operational risk, the Bank
applies the basic indicator approach (BIA) for calculating operational risk recommended by the

central Bank of the Russian Federation in Regulation Ne 652-P dated 03.09.2018 "Regulations
on the Procedure for Calculating the Size of Operational Risk".

As of 01/01/2022, operational risk (excluding the coefficient of 12.5) amounted to
41,035.00 thousand rubles (as of 01/01/2021 - 51,066 thousand rubles), the equity (capital) ade-
quacy ratio was 85.925%. The use of this method of assessing operational risk allows you to
identify weaknesses and strengths in its management. The level of operational risk (tolerable) <=
30% is considered “low”, and the levels of operational risk above the tolerable level are consid-
ered “medium” and “high” levels, requiring the application of measures to minimize it.

The officials and divisions included in the Bank's operational risk management syster in-
clude

~ Board of Directors;
— Executive Commiitee:
— President;

72



S

.,

— Risk Management Service (RMS);

— Legal Department;

— Chief Accountant;

— Responsible person for combating legalization (laundering) of proceeds from crime and
financing of terrorism);

— Information Technology Department, Information Security Division;

— Internal Audit Service (JAS);

~ Intemal Control Service (ICS);

— Responsible persons for identifying operational risks.

Moreover, each structural unit has its own specific functions in the operational risk man-
agement systerm.

Responsible persons for the control of operational risks are appointed heads of structural
divisions, whose competence includes:

~ identification and assessment of operational risks in the areas of work agsigned 10 them
in accordance with the approved Methodology of the Bank;

— development of measures to eliminate the causes leading to the emergence of operation-
al risks; work to eliminate shortcomings in the risk management system; -

— timely delivery of comprehensive information on identified operational risks to the
Bank's RMS;

— compliance with the requirements of the internal and external regulatory framework,
organization of the technological process in such a way as to exclude the possibility of opera-
tional nisk at all stages of its activity.

The RMS carries out an analysis of operational risk, which consists of 5 stages:

- assessment of the level of operational risk in order to determine the adequacy (suffi-
ciency) of the Bank's equity (capital);

~ assessment of the level of operational risk based on monitoring (identification) indica-
tors;

— assessment of the current level of operational risk;

— assessment (calculation) of the inherent operational rigk;

~ assessment (caleulation) of residual operational risk.

As of 01.01.202], the level of operational risk in order to determine the adequacy (suffi-
ciency) of the Bank's own funds (capital) and according to monitoring indicators is assessed as
low, the current level of operational risk - as medium (to assess the current level of operational
tisk, the Bank's RMS uses the scoring method of these risks through the analysis of external in-
dicators of the Bank's activity):

1 Share of losses from the realization of operational risks in total 0,00877% | 2
costs, %

, | Share of costs associated with operational risk management in total 3.72012% | 2
costs, %

; The ratio of costs associated with of operating risk management to 435660% | 2
equity, %
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A The ratio of the basic indicator of operational risk (15 % of gross 1,69673% | 2
income) to equity, %

5 | Results of stress testing of operational risk , mumber of units B3

‘ Share of losses from the realization of operational risks in capital 0 1
Yo

6 | TOTAL: 12

Minimization of operational risk involves the implementation of a set of measures aimed at

reducing the likelihood of occurrence of events or circumstances leading to operating losses, and
/ or at reducing (limiting) the amount of potential operating losses, Operational risk mitigation
methods are applied taking into account the specific nature of emerging risks.

The main method for minimizing operational risk is the development of an organizational
structure, internal rules and procedures for banking operations and other transactions in such a
way as to exclude (minimize) the possibility of operational risk factors. At the same time, special
attention is paid to the observance of the principles of separation of powers, the procedure for
approval (agreement) and accountability for ongoing banking operations and other transactions.

The Bank also applies other methods (methods) to minimize the level of operational risk:

standardization of banking operations and other transactions (procedures, procedures,
technologies for carrying out operations and transactions, concluding agreements);
organization of a system of additional and subsequent control, systems of ongoing verifi-
cation of ongoing transactions and operations;

analysis of the impact of operational risk factors (both in aggregate and in the context of
their classification) on the Bank's performance indicators;

raising the level of qualifications of personnel;

automation of banking processes and technologies, especially in areas related to standard
operations and large volumes of work;

distribution of responsibilities between departments, taking into account the optimization
of the load on individual employees;

providing employees with a regulatory framework that is as adequate as possible to inter-
nal and external requirements.

The reporting on operational risk is prepared by the Bank's RMS in accordance with the re-
quirements of the Bank of Russia.
ICAAP reporting includes, but is not limited to, the following information

on the aggregate amount of operational risk accepted by the Rank:

on the use of approved limits and capital adequacy of the Bank in relation to operational
risk;

on the facts of violation by the Bank's divisions of the established limits and the
achievement / failure of the signal values of the operational rigk, as well as the measures
taken to resolve the identified violations:

on the fulfillment of mandatory standards;

on the results of stress testing of operational rigk:

on the results of the self-assessment of the operational risk and operational risk manage-
ment of the Banlk;

on the results of forecasting the financial performance of the Bank in terms of the opera-
tional risk of the Bank;

other information related to the operational risk of the Bank.
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At least 4 times a year, the RMS reports on the level of operational risk to the Board of Di-
rectors of the Bank.

7.9.Foreign exchange risk management.

Currency risk - the risk of losses due to unfavorable changes in the rates of foreign currencies
and / or precious metals on the positions opened by the Bank in foreign currencies and / or pre-
cious metals.

The Bank organizes a foreign exchange risk management system for the following purposes:
avoidance of possible losses due to fluctuations in market prices;

— compliance with the requirements of the Bank of Russia to ensure the financial stability

of the Bank;

— ensuring compliance with the legitimate interests of the Bank and its clients when work-

ing with foreign exchange instruments,

The main task of creating a currency risk management system is to maintain the Bank's open
positions at a level that does not threaten its financial position.

Foreign exchange risk management - assessment of foreign exchange risks, control of finan-
cial transactions, allowing to fully or partially reduce the risk of losses arising in connection with
the expected change in the exchange rate. The bodies in charge of foreign exchange risk man-
agement are the Department of Foreign Exchange Control and International Sales of the Bank -
Vice President of the Bank (foreign exchange control).

The foreign exchange risk management process includes the following steps:

— identification of the content and assessment of the level of foreign exchange risk in con-

nection with transactions with foreign currency;

- determination of sources and volumes of information required to assess the level of cur-

rency risk;

— sclection and adoption of & method for minimizing currency risk.

The main methods of risk management in order to minimize them when conducting foreign
exchange transactions are:

— forecasting rates;

~ control of an open foreign. exchange position;

— limiting.

The Bank can also use other methods, such as:

— hedging is a balancing transaction aimed at minimizing risk;

— diversification - distribution of assets and liabilities by various components;

= INSUrance.

Foreign exchange risk management is carried out by the Bank in accordance with the re-
guirements of the Central Bank of the Russian Federation Instruction Ne 178-1 dated 28.12.2016
"On setting the size (limits) of open foreign exchange positions, the methodology for calculating
them and the specifics of supervising their observance by credit institutions” and includes:

- Jimiting open currency positions by limits;
— constant control (monitoring) of open foreign exchange positions.

INe i/ Indicator

1| OCP.
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Ly | Ruble equivalent of OCP (euro), S s 880“ 2230

1.2 | Ruble equivalent of QCP (Indian rupees). 1346 3351

1.3 | Ruble equivalent of QCP (U.8. dollars). 50 743 11098
2 | Potential income(loss). 57 964 16 729
3 | Own funds(eapital) of the Banl. 2142787 225] 561
4 1 OCP from own funds{capital) of the Bank, in % 2,711 0,74

The analysis of currency risk is carried out by the Bank's RMS at least once a month. At the
same time, both quantitative and qualitative indicators of currency risk are taken into account:
the ratio of the calewlated currency risk as of the reporting date, the coefficient of the currency
tisk, the level of the Bank's currency activity in the foreign exchange market, the coverage ratio
of currency transactions, potential income (loss), the number of violations of open currency posi-
tion, the number of potential of revealed violations N1.0, indicator of sttess testing of currency
Tisk.

Daily monitoring of the value of the Bank's currency risk is carried out by the Accounting
Department and the Bank's RMS in terms of the impact on the adequacy of the Bank's own funds
(capital) N1.i2. If a trend of a critical increase in the amount of currency risk is detected, an em-
ployee of the Accounting Department or RMS brings this information to the attention of the
Bank's management in order to take the necessary measures to minimize the amount of currency
risk specified in the Policy on currency risk management in the Bank.

As 01 01.01.2021, the Bank's foreign exchange risk is assessed as low.

The limits of open currency positions are approved in the Risk and Capital Management
Strategy of the Bank, namely:
the sum of all long (short) open currency positions in certain foreign currencies does not exceed
20% of the Bank's capital on a daily basis; :

— any long (short) open exchange position (OCP ) in a separate foreign currency, as well
as a balancing position in rubles, does not exceed 10% of the Bank's capital on a daily basis;
~ QCP regulation through foreign currency purchase and sale transactions is carried out
only with the largest Russian commercial banks.
Methods for reducing foreign exchange risk are actually methods of internal control and
imply the following measures:
— separation of functions - conducting transactions, settlements on them and their ac-
counting should be carried out by different employees;
— independent assessment of performance - the performance of an employee or unit
should be assessed by independent units that are not interested in distorting the results.

The existence and effective functioning of the control system as a tool for managing banking
risks is based on the following principles from among the principles of organizing internal con-
trol: comprehensiveness of internal control, coverage of all organizational structures and divi-
sions of the Bank by control procedures, multilevel nature of internal control. IAS carries out
inspections of foreign exchange risk management or its individual elements in accordance with
the plan of its activities or on the instructions of management.

Analysis of the impact of changes in exchange rates on the size of the financial results and
equity {capital) of the Bank.
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The main goals and objectives of stress testing the Bank's currency risk are;
~ assessment of the mmpact of changes 1 exchange rates on the size of the Bank's finan-
cial results;
— assessment of the umpact of changes in exchange rates on the size of the Bank's own
funds (capital);

- — assessment of the financial stability of the Bank, the adequacy of its own funds (capi-

tal);
— determination of the Bank's currency risk;
- compliance of the Bank with the requirements of supervisory authorities

The main method of stress testing currency risk 18 scenario analysis. Within the framework
of the scenario analysis of foreign exchange risk, the Bank determines the following scenarios
for the occurrence of events or circumstances related to foreign exchange risk:

~ moderate scenario - change in the official exchange rate of the ruble against foreign cur-

rency by 10%;
- stress scenario - a change in the official exchange rate of the ruble against foreign cur-

rency by 30%.

The impact of changes in exchange rates on the size of the financial results and equity (capi-
tal) of the Bank is determined on the basis of stress testing carried out on a quarterly basis.

As of January 1, 2022, the Bank has an excess of balance sheet assets in foreign currencies
over balance sheet Jiabilities in foreign currencies in the amount of 16,569 thousand rubles. If the
Bank has an excess of balance sheet assets in foreign currencies over balance sheet labilities in
foreign currencies, then stress testing is carried out according to the following scenario: moder-
ate - an increase in the official exchange rate of the ruble against a foreign currency by 10%,
stress - an increase in the official exchange rate of the ruble to foreign currency by 30%. Due to
the excess of the balance sheet foreign exchange assets (1,067,380) thousand rubles over foreign
exchange liabilities (1,050,811 thousand rubles), both scenarios will lead to a decrease in finan-
cial results and equity (capital) of the Bank.

According to Form Ne. 0409807, as of January 1, 2022, the Bank received a profit (exclud-
ing other comprehensive income) in the amount of 62,587 thousand rubles. In accordance with
the stress testing scenarios: in the event of a 10% depreciation of the ruble, the profit will de-
crease to 61,596 thousand rubles; in the event of a 30% depreciation of the ruble, the Bank will
receive a profit in the amount of 59,615 thousand rubles.

According to Form Ne. 0409806, as of January 1, 2022, the Bank's own funds (capital)
amounted to 2,329,467 thousand rubles. In accordance with the stress testing scenarios: in the
event of a 10% appreciation of the ruble, the amount of capital will increase to 2,329,566 thou-
sand rubles; in the event of an increase in the ruble exchange rate by 30%, the amount of capital
will increase to 2,330,359 thousand rubles.

According to the data of Form Ne, 0409813, as of January 1, 2022, the Bank's own funds
(capital) adequacy ratio N1.0 was 86.056%. In accordance with the stress testing scenarios: in
the event of a 10% appreciation of the ruble, the Bank's own funds (capital) adequacy ratio N1.0
will be 88.600%; if the ruble exchange rate rises by 30%, the Bank's own funds (capital) adequa-
cy ratio N1.0 will be 88.030%.

The stress test values of the equity (capital) adequacy ratio meet the requirements of the
Bank's internal documents in the field of ICAAP, exceeding the lower threshold value of the
Bank's equity (capital) adequacy ratio established by the Bank of Rusgia,

7.10. Liquidity risk management.
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Liquidity risk - the risk of the Bank's inability to finance its activities, that is, to ensure the
growth of assets and fulfill obligations as they fall due without incurring logses in an amount that
threatens the financial stability of the Bank.

There are no significant changes in the organizational structure of the Bank in terms of li-
quidity risk management and liquidity risk factors as compared to the previous accounting (fi-
nancial) statements.

The main objectives of the Bank's liquidity management;

— ensuring the Bank's ability to timely and fully fulfill its monetary and other obligations
arising from transactions with the use of financial instroments;

~ identification, measurement and determination of an acceptable level of liquidity

~ determination of the Bank's need for Hquid funds:

— constant monitoring of the liquidity state;

~ taking measures to maintain the financial stability of the Bank and the inferests of its
creditors and depositors at a non-threatening leve} of liquidity risk.

In the process of liquidity management, the Bank is guided by the following basic princi-
ples, but not limited to them:

~ daily and continaous liguidity management;

~ the absence of contradictions between the applied methods and instruments for ag-
sessing liquidity risk with the regulatory documents of the Central Bank of the Russian Federa-
tion, the Bank's policy in the field of risk management;

— clear distribution of powers and responsibilities for liquidity management between gov-
erning bodies and divisions;

~— setting limits to ensure an adequate Jevel of liquidity and corresponding to the size,
characteristics and financial condition of the Bank;

— the presence of a constant information flow about future receipts or write-offs of funds
between the structural divisions and the Bank’s RMS in order 1o form a payment calendar and
plan the need for liquid funds; '

— the conflict between liquidity and profitability is always resolved in favor of liquidity:

— each deal affecting the liquidity state is taken into account in caleulating the liquidity
risks

~ major transactions are preliminarily analyzed for their compliance with the current state
of liquidity and established limits;

— forecasting the state of liquidity, taking into account scenarios of negative developments
for the Bank of events related to the state of the market, the position of debtors, creditors and
other factors affecting the state of the Bank's liquidity.

The emergence of liquidity risk can be caused by the following internal and external factors:

- mismatch of the terms of claims on active operations with the maturity dates on passive

operations;

~ reducing the amount of the Bank's own funds (capital) to the degree of approaching the

discrepancy between the actual values of the Bank's mandatory liquidity ratios and the

values established by Instruction Ne 199-1:

— ahigh degree of concentration of the Bank - a significant dependence on one sector of the
financial market or on a small number of clients in terms of attracting deposits;

= loss of the Banl's reputation;

— a high degree of concentration of credit risk, that 1s, concentration of a large amount of
loans issued to one borrower or a group of related borrowers;

— changes in the political and economic situation in the country, resulting in a decrease in
demand for lending;
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~ loss of general confidence in the banking system, expressed in the outflow of deposits
and deposits;

— manifestations of the consequences of an increase in credit risk (failure to fulfill, untime-
ly or meomplete fulfillment by borrowers of financial obligations to the Bank);

~ changes in the current legislation (if these changes atfect the conditions for raising / plac-
ing funds in banks).

The liquidity risk management system is an integral part of the asset and lability manage-

ment system and includes two main components:

— management of instant (short-term) liquidity carried out by the Department of Treasury
Operations, International Settlements and Currency Control on an ongoing basis in real time;

— management of medium-term and long-term liquidity carried out by the Financial, Cred-
it and Executive Committees of the Bank in order to achieve an optimal balance of risk and prof-
itability. .

The acceptable level of liquidity risk is determined by the Board of Directors of the Bank as
part of the Bank's Risk Appetite. The Bank's Finance, Credit and Executive Committees use a
system of indicators and liquidity risk limits in order to ensure the ability to cover both expected
and non-expected cash outflows at any time. These indicators are calculated taking into aceount
the scenario approach and include: analysis of liquidity gaps (gap avalysis), liquidity ratios, re-
source hage concentration ratios, and others.

The Bank establishes liquidity risk management procedures covering its various forms:

- risk of balance sheet liquidity;

— the risk of unforeseen liquidity requirements;

— market liquidity risk;

~ funding risk

+ In the process of liquidity management, the Bank is guided by the following principles:

- liquidity management is carried out daily and continuously;

— clear division of powers and responsibilities for liquidity management;

— the absence of contradictions with the regulatory documents of the Central Bank of the
Russian Federation of the applied methods and tools for assessing liquidity risk, policy in
the field of risk management;

— enswring the independence of the subdivision responsible for developing proceduras for
identifying, assessing, monitoring and controlling the level of liquidity risk, developing and im-
plementing management reporting on liquidity risk from the subdivisions responsible for manag-
ing assets and liabilities;

— setting limits to ensure an adequate level of liquidity and appropriate to the size, nature
of the business and the financial condition of the Bank:

- resolution of the conflict between liquidity and profitability in favor of liquidity;

~ taking into account the liquidity risk of each transaction affecting the state of liquidity;

— strict consideration of the urgency of the source of resources and its volume when plac-
ing assets in various financial instruments;

- preliminary analysis of major transactions for their compliance with the current state of
liquidity and established lmits;

— implementation of planning the need for liquid funds.

Liquidity risk management procedures have been adapted in the ICAAP of the Bank
through the application of coordinated regulations for actions of all departments and manage-
ment bodies of the Bank in such a way that they do not create problems for the implementation
of procedures for managing other risks of the Bank and its capital. Such consistency of the
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Bank's risk and capital management procedures 15 regularly checked by the Bank's [AS within
the framework of assessing the effectiveness of the ICAAP,
As part of risk management of unforeseen liquidity requirements:

~ The Bank maintains at a sufficient level the ability (0 compensate for arising liabilities
at the expense of the expected inflow of assets and a comfortable level of available capital (the
level of the Bank's equity (capital), at which the ratios of equity (capital) adequacy N1.0 will be
higher than those established by the Central Bank of the Russian Federation);

— The Bank discloses information about the Bank's liquidity and its need for financing in
the event of various scenarios as part of management reporting in the area of ICAAP (siress test-
ing) to the Bank's participants in order to inform the latter for the possible attraction of additional
liquidity (cash). '

Within the framework of the liquidity funding risk, the following levels of its measurement
and planning can be distinguished:

~ sfructural liquidity risk - associated with the consideration of long-term or strategic li-
quidity indicators for a period of more than one year (for its assessment, ratios and gaps (gaps)
are calculated, funding sources are considered, etc.);

- tactical liquidity risk - conceptually inseparable from the previous risk, but establishes a
short-term (operational) aspect of cash flow and intraday liquidity management (cash and collat-
eral management);

— unforeseen (accidental) liquidity risk - includes stress testing using sensitivity analysis
and / or scenario modeling in order to determine liquidity ratios in the event of implementation
of unlikely but plausible crisis circumstances with the choice of an appropriate adequate algo-
rithm of actions, as well as in order to create the necessary “cushion™ "Liquid assets (standard of
instant liquidity N2). .

Liquidity risk analysis is carried out for all the Bank's operations and allows to determine
possible periods and reasons for a potential liquidity shortage.
Liquidity risk management consists of the following stages:

- jdentification of liquidity risk;

— analysis (assessment) and monitoring of Liquidity risk;

— control to minimize liquidity risk.

To achieve the goals and solve problems in liquidity risk management, the Bank uses the
following methods:

~ system of powers and decigion-making;

- information system;

— liquidity risk control system,

~ organizing access to the markets for resources and consumers of the Bank's services.

In order to minimize the liquidity risk, the Bank uses the following methods:

- regulation of operations subject to liquidity risk (defined in the relevant regulatory in-
ternal documents of the Bank in relation to all divisions);

— limiting;

- requirements for equity (capital) and maintenance of the Bank's capital adequacy in re-
lation, to liquidity rigk.

Responsible persons for managing the current and intraday payment position ate the Deputy
President (operations and reporting) and the head of the Treasury Operations, International Set-
tlements and Currency Control Department (hereinafter - Responsible Persons). All information
on the movement of cash flows in the currency of the Russian Federation and in foreign currency
1s available daily online in the Diasoft ARS,
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Periodic review of the liquidity state within the framework of current liquidity risk man-
agement 1s cairied out as required by the RMS of the Bank - the current and forecast state of
short-term liquidity is monitored based on the forecast of the need for resources in the short-term
period.

The Bank's assets and liabilitics are managed by the Bank's Executive Committee. The main
goal of asset and lability management (hereinafter referred to as the method of managing the
Liguidity of the Bank's balance sheet) is to maintain such a state of the structure of the Bank's as-
sets and liabilities by type and maturity, which would allow the Bank to;
~ ensure timely fulfillment of obligations;

— satisfy customers' demand for credit resources;
- mmaintain 4 reputation among clients and counterparties of the Bank as a reliable financial insti-
tution paying special attention to liquidity risk management,

‘The method of managing the liquidity of the Bank's balance sheet includes:

— analysis of the Bank's liquidity indicators;

~ analysis of the gap in the maturity of claims and liabilities, grouped by maturity;

— setting appropriate limits and rates for raising / placing funds for individual instruments

and (or) terms;

— development of scenarios and measures to restore the Bank's liquidity;

~ conirol over the implementation of the established procedures for liquidity risk manage-

ment.

If the value of the liquidity deficit ratio falls below the established limit, the Bank takes
appropriate measures to manage liquidity, as reflected in the Bank's internal documents in the
area of ICAAP.

When managing foreign exchange assets and liabilities, the limitation of the amount of for-
eign exchange liquidity of the OCP Bank is taken into account, and to coordinate foreign ex-
change assets and liabilities by maturity, a payment calendar of cash flows is used, which allows
vou to buy / sell the required cwirency in advance.

Liquidity gaps are used to assess the funding liquidity risk. The calculation takes into ac-
count the amount of funds that the Bank can raise in the shortest possible time to fund its Habili-
ties. The risk of funding liquidity is closely related to the interest rate risk, since the inability to
rajse funds can be viewed as a sharp rise in interest rates on attracted resources. Thus, the indica-
tors characterizing the inferest rate risk can serve as an indirect assessment of the funding liquidi-
ty risk.

In the process of analyzing liquidity risk, an analysis of the Bank's dependence on operations
in the interbank market, operations of large customers and concentration of credit risks is carried
out. In order to minimize this risk, the Bark strives to maintain a stable resource base, consisting
mainly of deposits of legal entities, deposits of the population and funds of other banks.

The Bank maintains a lquidity level sufficient to meet all the requirements of the Bank of
Russia, and also exercises control over compliance with liquidity risk limits and control over the
Bank's instrument portfolios in order to identify new forms of risk concentration not covered by
Liquidity risk management procedures (established by the system of liquidity rigk limits ).

Control over compliance with the liquidity ratios established by the Bank of Russia is pri-
marily exercised on a daily basis by the Bank's Accounting and Reporting Department. The cal-
culated liquidity ratios of the Bank show that the current values are an order of magnitude higher
than the standard level, which reflects the Bank's ability to ensure the fulfillment of its existing
obligations to customers.

As of 01/01/2022, their values, according to the data of section I of form 0409813, amounted
to:
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~ the instant liquidity ratio (N2) was fulfilled by 111.223% (329.395% as of 01.01.2021), with
the minimum standard vatue of the Baok of Russia being 15%;
~ the current hquidity ratio (N3) was fulfilled by 135.509% (as 0f 01.01.2020 - 219.438%),
with the minimum standard value of the Bank of Russia 50%;
—  the long-term liguidity ratio (N4) was fulfilled by 20.273% (20.273% as of 01/01/2020), with

the Bank of Russia's maximum standard value of 120%.

Thus, the liquidity risk is limited in the Bank by the mandatory liquidity ratios (N2, N3 and
N4), as well as by the approved limits on the accumulated gap ratio for various periods remain-
ing to maturity (demand) according to the data of Form 0409125, which is presented in the fol-

lowing table,

Up 1874 | 1632794 0 241 882 - 14,31
to/over 676

and for |

day

Uptos 1874 | 1632794 0 241 282 14,81
days 676

Upto 10 2790 | 2450937 0 339 404 13,85
days 341

Up ta 20 4395 | 2492083 0 1903 521 76,38
days 604

Up to 30 4395 | 2322601 0 1 873 003 74,25
days 604

Up 10 90 4420 2619 653 149 632 1659 718 63,36
days 003 :
Up o 4466 | 2658813 157 434 1649 920 62,05
180 days 167

Upto 4523 2753062 176 432 1393 988 57,90
270 days 482

Upto 1 4610 2757559 196 312 1656 693 760,08
year 564

Over 1 5135 | 3039783 385 117 1710722 56,28
vear 622

According o the data in the table of form 0409125, the Bank has a surplus of liquid funds

for all maturities remaining to maturity (demand).
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In carrying out the activities of the Bank, conflicts of interest may anse between the liquidity
and profitability of the Bank. The occurrence of this problem can be identified by the RMS or
[AS. In the event of a conflict of interest, this issue should be submitted for consideration by the
Executive Committee of the Bank at the next scheduled or unscheduled meeting, When making
decisions, the Executive Committee of the Bank resolves the conflict between liquidity and prof-
itability in favor of liquidity (the result may be a proposal to change the structure of assets and
liabilities to the Executive Committee of the Bank).

The Bank’s liquidity risk as of 01.01.2022 is assessed as low, there is a positive result for the
Bank of liguidity risk monitoring (indicators of early warning of lquidity risk are at a low level),
no need to take urgent measures to reduce the Bank's liquidity risk and preserve capital , all limit
violations were not identified, the Bank's mandatory ratios are being met, the amount of the
Bank’s "Liquidity cushion™ is sufficient. In order to maintain liquidity, as of January 1, 2022,
the Bank has deposits placed with the Bank of Russia in the amount of 2,513,600 thousand ru-
bles, and also has the opportunity to raise funds from the State Bank of India.

The Bank conducts stress testing of liquidity risk at least once a year.

The main goals and objectives of stress testing the Bank's liquidity risk are:

- assessment of the financial stability of the Bank, the adequacy of its own funds (capi-
tal);

— determination of the level of the Bank's liquidity risk in order to determine the materi-
ality of the liquidity risk, as well as planning the liquidity risk as part of the Bank's Risk Appe-
tite.

As part of this stress testing method, an analysis of the liquidity state is carried out using
scenarios of a negative development of events for the Bank, namely, a forecast of factors, an in-
crease in rates (an upward shift of interest rates by 10% relative to the base date, 4 decrease in
the dollar exchange rate by 5% relative to the base date, a decrease in stock indices by 15% rela-
tive to the base date, an increase in the probability of default by 10% relative to the base date)
and an increase in volatility (an increase in the volatility of interest rates by 1.5 times, an in-
crease in the volatility of the dollar exchange ratc by 2 times, an increase in the volatility of stock
indices by 2.5 times, an increase in volatility default probability by 1.5 times).

According to the ]1qu1d1ty risk stress testing, as'of January 1, 2022, all consxdered llqmdlty
risk stress testing seenarios are generally not eritical for the Bank

7.11.Concentration risk management,

Concentration risk is the risk arising from the Bank's exposure to major risks, the realization
of which may Jead to significant losses that could threaten the Bank's solvency and its ability to
continue as a going concert,

The main goal of concentration risk management is to maintain an acceptable, non-
threatening solvency of the Bank, the level of concentration risk and ensure timely control and
response to the likelihood of major risks.

The Bank is guided by the following principles in the area of concentration risk manage-
ment:

— separation of powers and responsibilities for concentration risk management between
governing bodies and departments;

— setting limits to ensure an adequate level of concentration risk and corresponding to the
size, nature of the business and the financial condition of the Bank:

- stress analysis of negative options for the occurrence of risk cases, a%essment of the
system for responding to this risk;

— improvement of mechanisms and methods of concentration risk management.
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~oncentration risk management consists of the following steps:
— identification and assessment (analysis) of concentration risk;
— monitoting and control of concentration rigk:
- regulation of concentration risk,

Risk concentration - concentration of claims (liabilities), positions on financial instruments
relative to an individual client or a group of related clients, as well as clients belonging to certain
sectors of the economy or to geographic regions, countries, as well as relative to a financial in-
striment, currency type and other characteristics of positions under a risk that can lead to suffi-
clently large losses (in relation to the amount of the bank's regulatory or economic capital, the
amount of assets, liabilities or the general level of risk) and pose a threat to the financial condi-
tion of the bank or its ability to carry out core activities.

For the purpose of efficient management of concentration risk and compliance with the es-
tablished limits, the Bauk has organized a system for monitoring transactions with financial in-
struments subject to concentration risk.

When assessing concentration risk, the Bank uses the following components: the concentra-
tion indicator of the loan portfolio, the ratio of the total amount of the Bank's claims o the 30
largest counterparties to the total amount of assets, the ratio of the total amount of the Bank's
claims to the 30 largest counterparties to its own funds (capital), the ratio of the total the amount
of funds of large creditors (10 counterparties) to the total amount of labilities, the indicator of
the concentration of liabilities with a term "on demand" in the borrowed funds, the indjcator of
the concentration of debt on credit claims by geographic zones, the indicator of debt concentra-
tion on credit requirements by economic sectors, the indicator of the Bank's dependence on cer-
tain types of income, the standard for the maximum amount of risks per borrower or a group of
related borrowers (N6), the standard for the maximum size of large credit risks (N7), the indica-
tor for the concentration of risk on owners, the indicator stress testing of concentration rigk, an
indicator of the concentration of the volume of claims on counterparties denominated in one cur-
rency, ete. These components of concentration risk assessment allow making management deci-
sions in relation to banking products for clients. In order to assess the level of concentration risk
of the Bank, taking into account the relationship between certain types of risks, a set of internal
indicators of concentration risk is used.

In 2020, the maximum risk limit per borrower or a group of related borrowers (N6) de-
creased by 0.14% (the maximum allowable value is 25%) and amounted to 5.87% as of January
1, 2021; the norm of the maximum amount of large credit risks (N7) decreased by 22.565% (the
maximum allowable value is 800%) and by 01.01.2021 was 0.00%.

As of January 1, 2021, the maximum risk limit per borrower or group of related borrowers
(N6) (the maximum allowable value is 25%) was 8.32%; the norm of the maximum amount of
large credit risks (N7) (the maximum allowable value is 800%) amounted 1o 27.091%,

Indicator of the Bank's dependence on certain types of income

in %
Net interest income 135512 04,51%
Fee and commission income 13 363 6,36%
Net income from foreign exchange transactions 5632 2,68%
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Net income from transactions with securities meagured at fair valze 11355 541%
through other comprehansive income

Net income from transactions with securitios measured at amortized 0 0,00%
oSt

Net income from foreign currency revahiation 7134 3,40%
Other operating income 37 064 I7,64%

As of 01.01.2021, the concentration risk is assessed as low, the possibility of the Bank to
incur potential losses that could significantly worsen its financial condition and arising in con-
nection with the concentration of activities in certain types of activities and sectors of the econ-
omy, as well as with certain borrowers in general for the Bank is small .

Concentration risk minimization involves the implementation of a set of measures aimed at
reducing the likelihood of occurrence of events or circumstances leading to losses, and (or) at
reducing (limiting) the amount of potential losses. The Bank has developed certain methods for
regulating concentration risk.

Reservation. The most effective method to reduce the level of concentration risk fm: various
portfolios of the Bank is reservation. This method is aimed at protecting the interests of deposi-
tors, creditors and pammpants while improving the quality of portfolios and the reliability of the
Bank. Regervation is carried out with the alm of avoiding losses by assessing the risks for all
transactions subject to reservation.

Limiting. By seiting limits, the Bank manages to avoid critical losses due to reckless concen-
tration of any type of risk, as well as diversify its loan portfolio and ensure stable income. Limits
are expressed both in absolute limit values and in relative terms,

Other methods to reduce the level of concentration risk that the Bank can use:

— anincrease in the Bank's own funds (capital);

— diversification of the loan portfolio, carried out by distributing loans to various categories
of borrowers, terms of provision, types of collateral, by industry basis (allows the Bank to
ensure the possibility of reimbursing credit Josses at the expense of the borrower's proper-
ty, acting as collateral for the loan);

-~ conducting operations (transactions) aimed at transferring part of the concentration risk to
a third party, selling the Bank's assets (loan portfolios and other assets);

—  cairying out work on early repayment of loans granted to a borrower or a group of related
borrowers in order to promptly reduce the risk of concentration;

— development and implementation of new banking products and services in order to attract
new customers and reduce the risk of concentration of large creditors;

- reducing the risk of concentration by tightening the credit pelicy in terms of reducing the
limits for one borrower (group of related borrowers) and (or) industry limits (if estab-
lished), reducing other limits on concentration on the placement of funds;

— conducting a more in-depth analysis of the creditworthiness of counterparties in relation
to operations (transactions) with which there is an increased concentration risk;

~ artraction of additional collateral for counterparties with significant concentration in the
Bank's assets.
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If a high level of concentration risk is identified, the Bank's management bodies, within the
framework of their powers, take appropriate measures to reduce the level of risk concentration.

Concentration risk stress testing is applied in relation to the amount of concentration risk
(indicators of concentration risk) of the Bank for a calendar vear. The main method of stress test-
ing the level of concentration risk is scenario analysis (based on hypothetical events).

As part of the modeling method (scenario analysis) of the concentration risk level, the Bank
has identified the following Scenarios for the occurrence of events or circumstances related to
the concentration risk:

~ growth of net interest income by 30%, decrease in capital by 10%;

— an increase in the concentration of debt on credit claims by geographic zones by 25%,
an increase in the ratio of the total amount of the Bank's claims to the 30 largest counterparties to
equity (capital) by 30%, a decrease in capital by 10%,;

— an increase in the concentration of liabilities with a term "on demand” in borrowed
funds by 25%, an increase in the concentration of the loan portfolio by 30%, a decrease in capital
by 10%.

According to the results of the stress testing of the concentration risk as of 01.01.2020, the
level of the latter will be at an average level, the capital level is sufficient, and no threat to the
Bank's financial stability has been identified.

The body responsible for the implementation of the concentration risk management policy is
the Executive Comunittes of the Bank. The Bank's RMS is responsible for compliance with the
requirements of this Policy and the procedures provided for therein. The responsibility for carry-
ing out inspections of compliance with the procedures established by this Policy rests with the
Bank's IAS.

Control over compliance with the established rules and procedures in relation to concentra-
tion 1isk management is carried out within the framework of the Bank's internal control system.
With regard to concentration risk control, the most important are:

— conirol over compliance with the established limits for ongoing banking operations and
other transactions;

— compliance with the established procedure for access to information and material assets
of the Bank.

The Bank has developed a system of internal reports designed to inform management bodies
and monitor compliance with the concentration risk policy.

The reporting system is designed to provide management bodies and heads of departments
with sufficient information to make appropriate management decisions. Information on monitor-
ing results is communicated to the Board of Directors and the Executive Committee of the Bank
as part of the RMS reporting.

7.12. Legal risk management,
Legal risk - the risk of the Bank incurring losses due to:

~ non-compliance by the Bank with the requirements of regulatory legal acts and con-
cluded agreements:

~ legal errors made in the implementation of activities (incorrect legal advice or incorrect
preparation of documents, including when considering controversial issues in the judicial author-
ites);

— imperfection of the legal system (inconsistency of legislation, lack of legal norms to
regulate certaln issues arising in the course of the Bank's activities),
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- violation by counterparties of regulatory legal acts, as well as the terms of concluded
contracts.

A distinguishing feature of legal risk from other banking risks is the ability to avoid the
emergence of a dangerous level of risk for the Bank, provided that the parties to the banking pro-
cess fully comply with applicable laws and regulations, internal documents and procedures of the
Bank.

The Bank organizes a legal risk management system for the following purposes:

— ensuring the legitimacy of their activities in all areas;

— ensuring the observance of their legitimate interests when concluding transactions and
fulfilling the terms of contracts;

— establishment of legal reasons for the relationship between the Bank and its employess,
compliance with labor legislation, standards of professional ethics of the Bank by its employees.

The main tasks of creating a legal risk management system are:

~ organization of legal nsk management on a unified basis;

— involvement in the procedures for managing legal risk of all departments and employ-
ees who can prevent its occurrence;

~ establishing umiform principles for identifying, assessing and controlling legal risk,
which are necessary and sufficient to comply with the interests of the Bank in the legal field.

The subjects of the legal risk management system are:
 Board of Directors;

— President:
— Executive Committee;
— RMS;
— Legal Department;
~ Responsible person for combating legalization (laundering) of proceeds from crime and fi-
nancing of terrorism;
- TAS;
-~ ICS;
— Heads of structural divisions of the Banlk.
The emergence of legal rigk can be due to both internal and external factors.
Internal factors of legal risk occurtence include: ,

— non-compliance by the Bank with the legislation of the Russian Federation, including
the identification and study of customers, the establishment and identification of beneficiaries
(persons for the benefit of whom the customers act), the constituent and internal documents of
the Bank;

- inconsistency of the Bank's internal documents with the legislation of the Russian Fed-
¢ration, as well as the Bank's inability to timely bring its activities and internal documents in line
with changes in legislation;

~ ineffective organization of legal work, leading to legal errors in the Bank's activities due
to the actions of employees or management bodies of the credit institution;

— violation by the Bank of the terms of agreements;

— insufficient study by the Bank of legal issues in the development and implementation of
new technologies, conditions for conducting banking operations and other transactions, financial
innovations and technologies; ,

- legal errors in the Bank's internal documents regulating management processes, in con-
tracts, agreements and other external documents regulating the Bank's interaction with customers
and counterparties.

External factors for the occurrence of legal risk include:
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- imperfection of the legal system (lack of sufficient legal regulation, inconsistency of the
legislation of the Russian Federation, its susceptibility to changes, including in terms of imper-
fection of methods of state regulation and (or) supervision,;

— incorrect application of the legislation of a foreign state and (or) the norms of interna-
tional law, the impossibility of resolving certain issues through negotiations and, as a result, the
Bank's appeal to the judicial authorities for their settlement;

- violation by clients and counterparties of the Bank of the terms of agreements;

— the location of the Bank, customers and counterparties under the jurisdiction of various
states.

The legal risk management system is organized by the Bank in three stages:

- preliminary;

- current;

- subsequent.

The preliminary stage is a system of administraiive, organizational and financial measures
to prevent the occiutrence of legal risk until the Bank enters into a contractual relationship. This
system also includes a set of measures to prevent offenses by the Bank's employees.

The current stage consists of identifying, analyzing and assessing emerging risks, as well
as ongoing monitoring of the state of the level of legal risk.

The subsequent stage consists of an apalysis of the shortcornings in the organization of the
system, which led to the emergence of risks, recommendations for its optimization and control of
its effectiveness.

The RMS, together with the Legal Department, coordinates the Bank's work to identify,
measure, assess the level of legal risk and monitor the legal risk management system. O serious
issues of organizing the moniforing system and (or) in case of emerging threats to the Bank due
to an increase in legal risk, the RMS and / or the Legal Department are obliged to report to the
Bank's management. '

The Bank makes a legal assessment of clatms received by the Bank and takes the necessary
measures to protect its legitimate interests.

In order to minimize legal risk, the identification and collection of data on legal risk factors
is carried out on an ongoing basis. On the basis of the information received, an analytical data-
base on incurred losses is formed, which reflects information on the types and amounts of legal
risk losses.

The Bank applies such methods (methods) to minimize the level of legal risk, such as:

— standardization of banking operations and other transactions (procedures, procedures,
technologies for carrying out operations and transactions, concluding agreements);

— analysis of the influence of legal risk factors on the Bank's performance indicators;

— monitoring on an ongoing basis changes in the legislation of the Russian Federation,
legislation of the countries in which the Bank conducts or plans to carry out operations;

— coordination of actions to identify, classify and assess legal risk;

— subordination of the Bank's Legal Department to the sole executive body;

— subordination of the Bank's RMS to the sole executive body

— optimization of the workload on the staff of the Legal Department, which ensures con-
tinnous professional development;

— ensuring access of the maximuom number of employees to up-to-date information on
legislation.
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The Bank carries out stress testing of legal risk both on a comprehensive basis (as part of
aggregated stress testing at least once a year) and on an individual basis (at least 2 times a year).
The main goals and objectives of stress testing the level of the Bank's legal risk ave:

- assessment of the financial stability of the Bank, the adequacy of its own funds (capi-
tal);

— determination of the level of the Bank's legal risk in order to determine the materiality
of the Jegal risk, as well as planning the legal risk as part of the Bank's Risk Appetite;

- coropliance of the Bank with the requirements of the Bank of Russia.

Stress testing is applied to the indicators of the Bank's financial performance. The main
method of stress testing the level of legal risk is scenario analysis (based on hypothetical events).
As part of the method of modeling (scenario analysis) of the level of legal risk, the Bank uses the
Scenario of occurrence of events of realization of legal risk - a decrease in the Bank's equity
(capital) by 15% due to the implementation of payments in court proceedings (transactions with
bank guarantees). Also, the Bank may determine other Scenarios of possible implementation of
the Bank's legal risk (based on the results of comprehensive stress testing, analysis of legal and /
or operational and / or risks of loss of the Bank's business reputation).

The procedure and frequency of preparation of reports on legal risk are reflected in the Risk
and Capital Management Strategy of the Bank, Legal risk reporting is prepared by the Baok's
RMS in accordance with the requirements of the Bank of Russia.

ICAAP reporting includes, but is not Hmited to, the following information:

— on the revealed facts of the implementation of the legal risk;
— on the measures taken to eliminate the identified cases of realization of the Bank's legal risk;
— on the facts of violation by the Bank's subdivisions of the established limits and the achieve-
ment / failure of the signal values in relation to the legal risk, as well as the measures taken to
regolve the identified violations;
- on the level of the Bank's legal risk;
— other information related to the legal risk of the Bank.
As of 01.01.2022, the level of legal risk is assessed as low.

7.13. Reputation risk management.

The risk of loss of business reputation (reputation risk) is the risk of Joss of liquidity or capital
by the Bank due to the narrowing of the client base due to the formation in society of a negative
perception of the Bank's stability, the quality of the services (products) provided and the nature
of the Bank's activities in general.

The reputation of the Bank is a public assessment of its merits and demerits, which dcvelops
under the influence of a variety of factors. Reputation is the basis for a client's choice of a servic-
ing bank.

The constituent parts of the Bank's business reputation are:

- Trust in the Bank;

- Reputation of the Bank’s top officials;

-~ Social position of the Banlk;

- Service quality;

- Attitude of the stuff towards the client;

- Advertising policy;

~ Relations with the state, reputable ( socially significant) clients.

Organization of the risk management system for the loss of business reputation in the Bank

consists of three main areas:
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— gystem of measures to prevent the occwrrence of risk factors (preventive measures);

— system of measures to identify, analyze and assess risk factors (current measures);

— & gystem of optimization measures, including the elimination of identified risk factors
(follow-up measures).
To identify risks of loss of business reputation, the Bank uses statistical and indicative methods.

The statistical method consists in the accumulation, systematization of internal and external
information about the Bank and in the analysis of the causes of negative information about the
Bank. The mdicative method consists in building a system of risk indicators that are taken into
account in the overall risk assessment.

The RMS and / or the Legal Department of the Bank monitors all messages m print and
electronic media related to its activities or the activities of its clients.

The RMS maintaing a database of such messages as part of the analytical database of the Bank's
operational risks.

For the purpose of monitoring the risk of loss of business reputation, the Bank determines in
its internal documents:

— procedure for monitoring the risk of loss of business reputation;

— the procedure and timeliness of responding to proposals received by the Bank from par-
ticipants, customers and counterparties, as well as other interested parties.

Responsibility for the development and implementation of principles for managing the risk
of loss of business reputation is vested in the Board of Directors in accordance with its powers
determined by the Charter. Control over the monitoring of the business reputation risk manage-
ment system is assigned to the Bank's RMS.

The RMS consolidates, systematizes and analyzes the information received from the Bank's
divisions. The RMS, together with the Legal Department, develop recommendations to optimize
the level of risk of loss of business reputation. Reputational risk is managed by the Board of Di-
rectors and the Executive Committee of the Bank.

The procedure and frequency of reporting on reputational risk are reflected in the Risk and
Capital Management Strategy of the Bank. Reputation risk reporting is prepared by the Bank's
RMS in accordance with the requirements of the Bank of Russia.

ICAAP reporting inctudes, but is not limited to, the following information:

~ on the revealed facts of the reputational rigk realization;

— on the measures taken to eliminate the identified cases of realization of the Bank's repu-
tational risk;

— on the facts of violation by the Bank's divisions of the established limits and the
achievement / non-achievement of signal values in relation to reputational risk, as well as
measures taken to resolve the identified violations;

- on the level of the Bank's reputation risk;

— other information related to the Bank's reputational risk.

As of 01/01/2022, the level of risk of loss of business reputation is assessed as low,

714, Country risk management.

Country risk (including the risk of non-transfer of funds) is the risk of the Bank incurring
losses as a result of non-fulfillment by foreign counterparties (legal entities, individuals) of obli-
gations due to economic, political, social changes, as well as due to the fact that the currency of
the monetary obligation may not be available to the counterparty from - for the peculiarities of
national legislation (regardless of the financial position of the counterparty itself).
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The goal of country risk management is to maintain the country risk assumed by the Bank
at the level determined by the Bank in accordance with its own strategic objectives. The priority
is to ensure maxirmum safety of assets and capital.

The emergence of country risk may be due to both internal and external reasons that do not
depend on the financial position of the counterparty (client) of the Bank. Country risk depends
on the political and economic stability of the client countries, counterparty countries, importers
or exporters working with the Bank.

The organization of the country risk management system consists of three main areas:

~ gystem of measures to prevent the occwrrence of risk factors (preventive measures),

— system of measures to identify, analyze and assess, and monitor risk factors (current
meagures);

~ a system of mieasures to minimize the identified country risk factors (follow-up
measures).

For the purpose of identifying and assessing signs of country risk occurtence, the Bank ap-
plies one of the ratings of international rating agencies (Standart & Poor's, Moody's and Fitch
Ratings), the change in the state and size of which in each specific case means the emergence of
a different characteristic of a specific direction of the Bank's activities and, accordingly, the
Bank has accepted a qualitatively different country risk. The main purpose of the ratings is to
ensute that an appropriate management decision is made in relation to a certain area of the
Bank's activities to reduce the impact of country risk on the Bank as a whole.

Country risk monitoring includes:

~ study of the legislation of the counterparty countries;

— tracking information about foreign counterparties;

— study of the ratings of counterparty countries, macroeconomic conditions for the exist-
ence of their financial environment;

- advanced training of personnel on country risk issues;

— monitoring compliance by emplovees with their job responsibilities for country risk
management.

Analysis and assessment of the Bank's country risk, as well as control over the monitoring
of the country risk management system is entrusted to the Bank's RMS. The bank can set country
lirnits that restrict transactions with counterparties that are residents of other countries.

As 0f01.01.2022, the country risk is assessed as moderate,

705 Strategic risk management,

Strategic risk is the risk of the Bank incurring losses as a result of errors (shortcomings)
made when making decisions that determine the strategy of the Bank's activity and development
(strategic management) and are expressed in neglect or insufficient consideration of possibie
dangers that may threaten the Bank's activities, incorrect or insufficiently substantiated determin-
ing promiging areas of activity in which a credit ingtitution can achieve an advantage over ¢om-
petitors, the absence or incomplete provision of the necessary resources (financial, material and
technical, human) and organizational measures (management decisions), which should ensure
the achievement of the strategic goals of the Bank's activities,

The organization of the strategic risk management system consists of three main areas:

— gystem of meagures to prevent the occwrrence of risk factors (preventive measures);

- gystems of measures to identify, analyze and assess risk factors (current measures);
— a system of optimization measures, including the elimination of identified risk factors
(follow-up measures).

a1



1L

The interaction of divisions in order to identify and assess strategic risk is camried out
within the framework of their functions, as well as their functional responsibilities, job descrip-
tions and role in the process of managing the Baok's activities.

When identifying strategic risk, the Bank uses statistical and indicative methods. The sta-
tistical method consists in the accumulation and systematization of internal and external infor-
mation about the Bank and its managers. The indicative method consists i building a system of
risk indicators that are taken into account in the overall risk assessment.

In order to minimize strategic risk, the Bank monitors changes in the organizational
structure of the Bank and analyzes the processes actually developing during the course of work
In order to identify areas of potential conflicts of interest. The RMS maintains a dossier to inves-
tigate all cases of identifying a conflict of interest.

The main directions of the Bank's strategic risk regulation_are the development and im-
plementation of measures 1o prevent or minimize losses associated with it. This presupposes the
creation of a strategic risk management system, that is, the foundations of a decision-making pol-
icy in such a way as to timely and consistently use all the development opportunities of the Bank
and at the same time keep risks at an acceptable and manageable level,

The Bank focuses in iis activities on the following methods of strategic risk management:

— the procedure for monitoring strategic risk;

- the system of powers of the strategic risk management bodies,

Responsibility for the development and implementation of the principles of strategic risk
management is vested in the Board of Directors of the Bank in accordance with its powers de-
termined by the Charter of the Bank.

The Bank organizes a system of protective measures to prevent the actions of third parties
to involve employees in illegal actions.

Control over the monitoring of the strategic risk management system is assigned to the
Bank's RMS.

In order to conduct an effective analysis and take measures to minimize strategic risk, the
Bank, in accordance with the directions of its activities, creates and maintaing an analytical data-
base on losses from strategic risk, reflecting information on the amount of losses, the reasons for
their occurrence and methods of compensation, as well as information on risk factors. ‘

The Bank monitors all information that appears about the Bank and its managers in order
to assess its impact on its business reputation, and also makes a legal assessment of this infor-
mation,

The Baok's Development Strategy for 2021-2023, approved by the Board of Directors on
12/13/2021 (hereinafter referred to as the Strategy), plans to introduce new areas of activity;
lending to small businesses under the guarantees of the Moscow and Moscow Region Small
Business Lending Assistance Funds. As of 01/01/2022, the level of identified strategic rlsk fac-
tors and strategic risk was recognized as acceptable.

7.16. Additional information disclosed in relation to certain types of significant risks.

The procedure for assessing the impairment of financial assets in accordance with Interna-
tional Financial Reporting Standards (IFRS) 9 "Commercial Indo Bank” LLC is the Bank's inter-
nal regulatory document on determining the amount of impairment and allowance for expected
credit losses on the Bank's financial assets (hereinafter - the Procedure for IFRS 9) .

7.16.1. By credit risk by class of financial assets:
7.16.1.1. Assessment of the impact of credit risk on the amount, timing and uncertainty of
future cash flows:
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The Bank classifies financial assets according to their contractual cash flow characteristics
and based on the business model for managing the relevant group of financial assets. In connec-
tion with the single purpose of managing the relevant group of financial assets, the Bank applies
a single business model:

— holding financial assets to collect contractual cash flows, that 18 payments representing
the repayment of the principal amount of the debt and the payment of interest on the out-
standing part of the principal amount of the debt.

The classification of a financial instrument is based on its content, not its legal form.
The Bank classifies financial assets into financial assets carried at amortized cost.

Assumption used: based on the calculated exposure to expected credit losses in percentage
terms, the Bank determines the probability of 100% non-repayment of the entire amount of the
debt and mterest income on it in time under the contract.

One of the main tasks in assessing credit risk is the task of calculating the borrower's default
probability.

Since the majority of companies credited by the Bank do not have external ratings, the Bank's
approach to calculating PD is based on a qualitative and quantitative assessment of the bor-
rower's rating based on its internal financial performance and specific business factors.

The method for calculating the probability of default of the borrower for companies that
make up the majority in the Bank's loan portfolio is based on a formula that establishes the rela-
tionship between financial ratios from the accounting (financial) reports of borrowers (financial
ratios) and PD. After calculating the base PD, an expert assessment is built, which compares the
caleulated PD for the portfolio of assets with its personal assessment in accordance with the cur-
rent internal methods developed in accordance with Regulations No. 590-P and No. 611-F.

The amount of impairment is determined as the higher of two values:
~  Expert probability of default (PDe)( (expert default probability) ) - is calculated based on the

methodology established by the Bank. PDe(expert default probability) is calculated for six

portfolios, At the same time, the coefficients of the retrospective and the coefficient of the
prospective fact of the occurrence of defaults are calculated. The final value of PDe (expert
default probability) is determined as a siraple average of two calculated values.
— Estimated probability of default (PDe){estimated default probability) (- is caleulated on the
basis of methods approved in accordance with Regulations No. 590-P and No. 611-P. PDe
. (estimated default probability) is equal to the estimated reserve under the existing scale.

7.16.1.2. Methods for determining whether there has been a significant inerease in eredit
risk since the initial recognition of financial instruments.

The rule for the recognition of credit risk on financial instruments as low at the reporting
" date in the event of a slight increase in credit risk on financial instruments since their initial
recognition, reclassifying the classes of financial instruments for which the credit rigk is recog-
nized as low.

¥inancial assets to which the rule applies Rule

Assets acquired or created credit-impaired At the time of initial recognition of the asset , the -
nancial position of the counterparty was recognized as
poer(in ascordance with Regulation Mg 590-P)

Assets have objective evidence of impatrment Presence of cwrent overdue debt on principal and/or
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or have become credit-impaired interest:

+  for credit institutions - more than [ day,
for other counterparties - over 90 days.

and/or
Poor financial position of the counterparty as at the
reporting date
Assets for which credit risk has increased sig- Presence of current overdue debt on pringipal and/or
nificantly since initial recognition ' interest exceeds 30 days (except for credit institutions);

Prosence of restructuring of the debt of the counter-
party(provision of preferential terms in servicing obliga-
tions ) associated with the financial difficaldes of the coun-
terparty

If none of the above conditions is met, then the financial asset does not have a significant
increase in credit risk since initial recognition as at the reporting date.
7.16.1.3. Definition of default in relation to various financial instruments and reasons for
choosing such definitions.

Default - refusal of the Borrower of the Bank from obligations on a financial asset and the
presence of NPLO0+ on a financial asset in the amount of more than 5% of monthly payments to
repay the principal and interest on it, payable under the terms of the Agreement. Qr the borrower
is highly likely to be insolvent, or declared bankrupt, or there are statutory grounds for taking
steps to prevent bankruptcy.

The models of credit risk parameters used by the Bank - the probability of default and the
share of losses in case of default are based on the analysis of the values of the formed reserves in
a given retrospective time period. The bank, in accordance with the concept of PIT (Point-In-
Time - at the moment of time), determines for itself the duration of the retrospective time period
T of one year or more. The Bank uses a portfolio approach to assess credit risk parameters.

The Bank distinguishes six categories of assets, for which the risks are averaged and, in the
opinion of the Bank, more fully determine the probability of possible losses.
Risk caleulation based on retrospective and prospective analysis is carried out in the
PUCK®HH.Prof. software module, The implemented algorithm most fully reflects the probabil-
ity of default.

7.16.1.4. Principles for grouping financial instruments for which expected credit losses are
measured on a group basis,

The Bank recognizes a financial asset when it becomes a party
to the contract that governs the terms of the financial instrument.

The Bank classifies financial assets according to their contractual cash flow characteristics
and based on the business mode] for managing the relevant group of financial assets. In connec-
tion with the single purpose of managing the relevant group of financial assets, the Bank applies
a single business model;

— holding financial assets to collect contractual cash flows, that is payments representing
the repayment of the principal amount of the debt and the payment of interest on the out-
standing part of the principal amount of the debt.

The classification of a financial instrument is based on its content, not its legal form.
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The Bank classifies financial assets into financial assets carried at amortized cost.

The business models used by the Bank and the cotresponding categories of accounting for
financial assets in the financial statements by groups of financial assets:
Mstimation of Expert Default Probability for aggregated portfolios

Portfolio Short description
Portfolic individuals The portfolio of loans to individuals (1), individuals in the Bank is
homogeneous
Portfolio of loans of legal entities Portfolic of loans of legal entities(2), loans of legal entities are homo-

geneous , since more than 30 % of the loan portfolio is represented by
wholesale and retail trade

IBC portfolio IBC portfolio

IE portfolio IE portfolio(4), IEs are homogeneous in terms of the specifics of their
activities

Portfolio of other debtors Portfolio of other debtors(3), the Bank's receivables are also homoge-

neous due to the fact that the main prepayments are made to suppliers
of services and goods for current activities

Portfolio on correspondent account bal- Portfolio on balances on NOSTRO correspandent accounts
ances

The model was determined on the basis of historical data and the similarity of the risks of
loages.

7.16.1.5, Definition of credit-impaired financial assets

If, at the time of initial recognition of a financial asset, the Bank determines that the financial
position of the counterparty is bad, then the financial asset is acquired or originated credit-
impaired. '

The Bank recognizes that a financial asset has objective evidence of impairment at the re-
porting date if any of the following circumstances exist:

—  the maximum period of the current delay in payments as of the reporting date for all

loans of the borrower for principal and/or interest:
- for credit institutions - at least 3 days,
- for other borrowers - over 90 days;

-~ poor fiancial position of the borrower as of the reporting date;

For a financial asset that does not have objective evidence of impairment at the reporting
date, the Bank considers that credit risk has increased significantly since initial recognition if any
of the following circumstances exist:

~  the maximum period of the current delay in payments as of the reporting date for all
loaps of the borrower for prineipal and/or interest exceeds 30 days;

— transition of loans classified as quality category 1-2 at the time of initial recognition to
quality category 3 at the reporting date.
If none of the above conditions is met, then the financial asset does not have a significant in-
crease in credit risk since injtial recognition as at the reporting date.
The Bank determines the classification based on the following:
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The business models used by the Bank and the cotresponding categories of accounting for
financial assets in the financial statements by groups of financial assets:

Group of financial | Asset character- . Clagsification cate- | Applicability of this
. Business model

assets fstic gory order
Balances on cormre- | - - Amortized cost Applicable to the ex-
spondent  aceounts tent not classified as
with other banlks ‘ cash and cash equiva-
and/or NCOs lents
Interbank loans The  agreement | Holding  financia] | Amortized cost Applicable

provides for cash | assets to collect con-
flows ih the pay- | tractual cash flows
ment of principal
and interest

Loans to legal emti- | The  sgreement | Holding  financial | Amortized cost Applicable
ties and individuals | provides for cash | assets to collect con-
Hows in the pay- | tractual cash flows
ment of principal
and interest

Asset  sale agree- § The  agrecment | Holding | financial | Amortized cost Applicable
ments with deferred | provides for cash | assets to collect con-
payment(sossion) flows in the pay- | tractual cash flows

ment of principal
and interest

Other financial re- | - - Amortized cost Applicable
ceivables

7.16.1,6. The write-off policy used, including indications that there is no reasenable expec-
tation of recovering the cost of the asset and information about the policy for written-off
financial assets that are subject to enforcement procedures.

The Bank determines in its internal methods the procedure for dealing with overdue debt and
the procedure for its collection. Enforced collection starts within the first 10 days after the pay-

ment is overdue.

7.16.1.7. An estimate of a significant increase in the credit risk of a financial instrument as
a result of changes in the contractual cash flows of financial assets.

The Bank monitors the rate of change in the loss allowance for financial assets that are subse-
quently re-measured at an amount equal to lifetime expected credit losses.

7.16.1.8. Basis of input data, assumptions and valuation models
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To assess the parameters of eredit risk of portfolios of grouped financial agsets, the Bank uses
the following information as of the monthly reporting dates of the analyzed retrospective time
period:
— The gross carrying amount of the portfolio at the reporting date;

- The amount of formed portfolio reserves as of the reporting date;

The amount of losses from the write-off of bad financial assets from the portfolio received as

of the reporting date;

—  The amount of recovery of bad financial assets contained in the portfolio received as of the
reporting date; ‘
— Income (loss) received on the portfolio for the reporting period.

The assessment methodology and models are contained in the internal regulatory document
Procedure IFRS-9, which was developed by the Bank on the basis of the methodology laid down
in the PUCK®IH. Prof software package.

When working with prospective analysis models, the Bank uses data on such indicators
(macro indicators) as: BRENT, MICEX, RTSI, GDP, INFLATION, [PP, KEY RATE OF THE
BANK OF RUSSIA, EURO, USD, UNEMPLOYMENT RATE, GOLD, MIACR (1), MIACR
(2-7), MIACR (8-30), MIACR (31-90), MIACR (91-180), MIACR (181-360), PALLADIUM,
PD MOODYS, PLATINUM, SILVER, PER CAPITA INCOME, DISPOSSIBLE INCOME ,
EIR (effective interest rate),

7.16.1.9. Changes in valuation models or significant assumptions applied during the report-
ing period and the reasons for such changes.

Financial assets carried at amortized cost are measured using the effective interest method.
The amortized cost of a financial asset is determined using the straight-line method or the EIR
method, Wherein:

- 1o financial assets if the maturity of financial assets is less than one year at initial recognition,
including finaneial assets with a maturity (return) date falling in a different reporting vear, or
if the difference between the amortized cost of a financial asset determined using the EIR
method and the amortized cost of a financial of the agset determined by the straight-line
method 1s not significant, the EIR method is not used by the Bank;

— if, at the date of initial recognition of a financial asset, its maturity was less than one year,
and after the change in the terms of the contract, the maturity exceeds one year, the decision
1o apply the EIR method is made by the Bank based on an assessment of materiality;

- for financial assets with maturity (return) on demand (demand), the EPS method is not ap-
plied by the Bank;

— financial assets placed on non-market terms are carried at amortized cost using the EIR
method; ‘

— if; at the date of initial recognition of a financial asset, the maturity date was more than one
year, the decision to apply the EIR method is made by the Bank based on an assessment of
materiality.

7.16.1.10. The value of the additional loss allowance at the beginning and end of the period
by class of financial instruments. |
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Asset groupslf:miﬁ altowance ealoulated in the

mount equal to 12-month expected
credit lossesthousand rubles)

cradit risk of witich hias inereased sig-
mificantly since initial recognition, for
financial assets that are not ereddi-
impaired by the beginning of the re-
norting period , but recognized as ered-
it-impaired a5 of the reporting date . for
lease recetvables{thonsand robles)

Loss allowanes caleulated at an amount Acquired impaired fiancial aesets or
lequal to lfetime credit losses, for finan- [financial assets recognized as impaired
cial instruments that are not recognized jas a resalt of the creation (preservation)
g eredit-impaired financial assety, the |pf risks and rewards associated with
the transfer of ownership rights to
them(thousand rubles)

01.01.262 01.04.202 101.07.202 |01.10.202
2 r 2 z

2 2 7] 2z 2

01.61.202 01.64.202 01.07.202161,10.202 $1.01.202

01.04.202
2

2

01.07.262 01.14.202

2

Porifolio of
loans to indi-
viduals (1),
the portfolio
of individu-
als in the
banl i3 ho-
MOoZeneous

381) 0 ] 0

0 0 o 1753

Portfolin of
loans to legal
entities (2),
toans to legal
entities are iz
homogene-
ous, SHce
more than
0% of the
loan portfolio
i represent-
ed by whole-
sale and re-
tail trade

3 886 0 0 0

(1755

1E portfolio
(4), IE are
hotmogene-
ous in terms
of the specif-
ics of their
activities

3 590 0 0 0

Portfelio
other debtors
(5),the
Bank’s re-
ceivables are
also horno-
zensous due
to the fact
that the main
prepayinents
are made to

supplers of

1709 o 0 0
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services and
goods for
current activ-
ities

Portfolio on (898) [0
balances on
NOSTRO
correspond-
ent ac-
counts(s)

7.16.1.11.Th